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But I am looking out !or the state, the 

region, and the nation, as well by voting 
against uneconomic water projects which 
spur inflation, needlessly increase taxes, pro
vide relatively few jobs for Denverites or 
anyone else, and result in marginal increases 
in agricultural productivity. Apparently the 
Post thin\cs I should vote for a $10.1 bil
lion obligation of the taxpayers' money just 
to get $1.7 million for three water projects 
in Colorado. Now that's parochial! 

Second, I have always supported a sound 
federal water policy. But the Public Works 
bill takes that policy another step back
wards. The bill shreds any attempt to de
velop a consistent and cost-conscious water 
policy in the name of re-electing incumbent 
members of Congress. Its passage will pro
duce more votes than water! 

Third, only one-third of the bill is for 
water projects. Everything from experimental 
nuclear submarines to the controversial 
Clinch River Breeder Reactor have been 
wrapped in this election-year package to 
make up the other two-thirds. 

Of the 479 water projects included in the 
bill, 120 are brand new and have no final 
cost estimates. The price tag is officially put 
at $1.25 billion but will probably end up 
closer to $4 billion. And, even loaded down 
with all the new projects, the dollar amount 
of the bill was cut! How could that happen? 
It happened by fully funding only 3 per
cent of the projects and barely funding the 
rest of them. This commits future Congresses 
to yearly infusions of tax dollars in greater 
and greater amounts or the alternative of 
abandoning projects in mid-stream. 

And that's only part o! the damage. The 

bill also reduces the share of water project 
costs paid by state and local government 
users and increases the federal share. It 
loosens the rules for cost/ benefit studies by 
which projects are economically justified and 
even waives negative cost/benefit ratios in 
soII}e cases. Finally, the bill calls for the 
hiring of 2,300 new bureaucrats to oversee 
the construction of the additional projects. 

There were 27 Colorado water projects in 
the bill and I support 24 of them. Let's talk 
a.bout the three I do not-Fruitland Mesa., 
Savery-Pothook, and the Narrows. The esti
mated cost of the three projects is $331 mil
lion and the bill earmarks $1.7 million for 
these projects in 1979-less than % of 1 
percent of the total estimated final cost. 
Dribbling the money into projects at that 
rate, it will take nearly 200 yea.rs to complete 
them! 

And, even if the cost estimates hold and 
aren't ·doubled by inflation, the taxpayers a.re 
going to end up with projects whose costs 
outweigh their benefits by as much as 3:1. In 
fa.ct, as far as the cost/ benefit ratios of all 
the projects on Carter's "hit-list" go, Fruit
land Mesa. has the dubious honor of bring
ing up the rear of the pack, and Sa.very
Pothook isn't far a.head. 

Fruitland Mesa and Sa.very-Pothook will 
benefit 69 landowners in one case and 106 in 
another to the tune of up to $1.2 million ea.ch 
Imagine a b111 that benefited every land
owner in Denver to the strains of $1.2 m1llion 
ea.ch! In addition, these same projects will 
irrigate lands at elevations between 6,000 and 
8,000 feet where the growing sea.son will be 
short and agricultural productivity low. As 
for the Narrows, some estimates of the differ
ence between crops lost in the dam take area 

and crops gained in the project service area. 
are as low as $2.1 million-and a. project that 
will cost at lea.st $160 million! I doubt i! 
most taxpayers, urban or rural, in Denver, 
Fort Morgan, or on the Western Slope, would 
consider these to be good investments. 

Moreover, the Pot asserts that reclamation 
projects repay 84 percent of their cost. The 
assertion is void for vagueness-who gets re
paid and how? Also, the 84 percent figure is 
an average of all reclamation projects in gen
eral. We a.re not discussing averages or rec
lamation projects in general. We are discuss
ing three specific projects in Colorado-three 
projects which a.re pork-barrel giveaways in 
the truest sense of the word. 

Perhaps if times were flusher, if we were 
more innocent of inflation, if the budget ran 
in the black, if the cost/benefit ratios of the 
three Colorado projects weren't so meager, if 
these projects had more to do with water and 
less to do with pork, if the citizens of Denver 
weren't asked to pay for their own water 
projects and then taxed to :pa.y for everyone 
else's, if Denveritez weren't m ~de to ration 
water while other parts of the state a.re beat
ing the drums for massive water projects 
which a.re heavily subsidized and encouraged 
inefficient water use, or ,if sacred cows were 
on my protected species list, I might have 
voted differently, 

But things being a.s they are, we have to 
do away with wasteful spending wherever we 
find it if we truly want less inflation and 
lower taxes. Often the hardest place to begin 
is in our own backyards. But unless we do, 
all budget-cutting efforts will become a 
charade. 

PATRICIA SCHROEDER 
Member of Congress, 1st District, n ·enver.e 

SENATE-Monday, October 9, 1978 
(Legislative day of Thursday, September 28, 1978) 

The Senate met at 9:45 a.m., on the 
expiration of the recess, and was called 
to order by Hon. ROBERT c. BYRD, a Sen
ator from the State of West Virginia. 

PRAYER 

The Chaplain, the Reverend Edward 
L. R. Elson, D.D., offered the following 
prayer: 

Grant, O Lord, that this new day 
which Thou hast given us may be re
turned unto Thee in faithful service. As 
Thou hast guarded us in hours of rest 
so wilt Thou guide us through the shift
ing scenes and changing concerns of this 
working day. May no burden be heavier 
than we can bear, no problem beyond our 
solution. In nothing may we displease 
Thee and in no way injure one another. 
Be with everyone in the work of this 
Government, in places conspicuous or 
obscure, that we may be a servant peo
ple setting forward Thy kingdom of 
peace and justice, making this land a 
beacon of hope and freedom to all man-
kind. . . 

In the name of the Master we pray. 
Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 

Senate from the President pro tempore 
(Mr. EASTLAND). 

The legislative clerk read the follow
ing letter: 

U.S. SENATE, 

PRESIDENT PRO TEMPORE, 

Washington, D .C., October 9, 1978. 
To the Senate: 

Under the provisions of rule I, section 3, 
of the Standing Rules o! the Senate, I here
by appoint the Honorable ROBERT C. BYRD, 
a. Sena.tor from the State of West Virginia, 
to perform the duties of the Chair. 

JAMES 0. EASTLAND, 

President pro tempore. 

Mr. ROBERT C. BYRD thereupon as
sumed the chair as Acting President pro 
temp ore. 

RECOGNITION OF LEADERSHIP 

The PRESIDING OFFICER (Mr. 
PROXMIRE) . The Senator from Alaska. 

THE JOURNAL 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that t.he Journal of 
the proceedings be approved to date. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from West Virginia. 

PRAYER FOR THE WEEK 
Mr. ROBERT C. BYRD. Mr. President, 

I am hoping that a time agreement can 
be achieved on the Humphrey-Hawkins 
bill, and hopefully also on hospital cost 
containment. If such agreements could 
be reached, this would perhaps free the 
tax bill from many nongermane amend
ments, and hopefully allow cloture to be 
voted on the tax bill. 

If that can be done, I think that the 
Saturday of this week adjournment is 
very much achievable. But unless there 
is a time agreement on Humphrey
Hawkins and hospital cost containment, 
I am afraid that cloture is going to be 
difficult to get on the tax bill, thus 
dragging out the time in which nonger
mane amendments can hold up the ac
tion of the Senate on this vitally impor
tant tax bill. 

So I simply start the week off and the 
day off with the expression of this hope, 
because I believe if these time agree
ments can be obtained, we can get clo
ture on the tax bill and it can be sent 
to conference fairly quickly, and the 
Senate and the House could, I think, 
achieve the October 14 hoped-for ad
journment date. 

Mr. STEVENS. Mr. President, I would 
call that the majority leader's prayer for 
the week. I hope that Senators are listen
ing. 

Statements or insertions which are not spoken by the Member on the floor will be identified by the use of a "bullet" symbol, i.e., • 
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I would like to reserve our time on 
the minority side in case the Senator 
from Vermont needs it. 

(Mr. RIEGLE assumed the chair.) 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I yield to the Senator from Wis
consin if he needs some time. 

Mr. PROXMIRE. I thank the majority 
leader. 

CLOTURE 
Mr. PROXMIRE. Mr. President, later 

today, unless things are changed, which 
of course they may be, we probably will 
have an opportunity to vote on cloture. 
on several things: First on the tax bill, 
then on the sunset amendment, and then 
on the Humphrey-Hawkins amendment. 
I want very much to have an opportu
nity to vote both on sunset and Hum
phrey-Hawkins. Neither would be ger
mane, as I understand it, if cloture is 
invoked on the tax bill. I have given my 
word to the leader that I am going to 
vote for cloture on everything from now 
on because I think we ought to be able 
to proceed in an orderly way. However, I 
find myself in the position where I favor 
both the sunset provision and the Hum
phrey-Hawkins bill. 

Therefore, I will have to ask to be re
lieved of that commitment because I do 
not see any way that we could vote for 
Humphrey-Hawkins this year, in any 
practical likelihood this ye3,r, if we invoke 
cloture. 

I would like to have the majority 
leader relieve me of that commitment so 
that I am free to vote against cloture on 
the tax bill. 

Mr. ROBERT C. BYRD. I thank the 
Senator. Of course, I understand his posi
tion. He is very considerate in mention
ing the commitment, and he will not be 
held .to it. The vote on cloture on Hum
phrey-Hawkins, however, will not occur 
until tomorrow. 

Mr. PROXMIRE. I understand that. I 
misstated it. However, the principle 
would still be true, that if we invoke 
cloture on the tax bill, that knocks out 
the Humphrey-Hawkins. 

Mr. ROBERT C. BYRD. The Senator 
is correct. 

Mr. STEVENS. Will the Senator yield 
on that? 

Mr. PROXMIRE. Yes. 
Mr. STEVENS. I am glad the Senator 

mentioned it because I had stated that I 
would vote against cloture on the tax 
bill due to my feelings about cloture gen
erally, and not wanting to vote on clo
ture the first time on any cloture motion. 
In view of the Senators shifting of gears, 
I think I should state that that state
ment of mine is modified so that I can 
help my good friend from Wisconsin and 
not change the tally. 

Mr. PROXMIRE. Well, that does not 
help the Senator's good friend from 
Wisconsin very much. I wish the Sena
tor would vote against cloture so we could 
pass Humphrey-Hawkins. 

MORALITY AND THC GENOCIDE 
CONVENTION 

Mr. PROXMIRE. Mr. President, the 
need for the Serntte to ratify the Geno
cide Convention is not based solely on its 

importance as a legal document. This 
treaty is also a profoundly affirmative 
moral statement. 

The moral dimension of our foreign 
policy has long been recognized and 
traditionally confirmed by our prac
tices. In the United Nations, for exam
ple, we have led the crusade for human 
rights. We were instrumental in drafting 
the United Nations Universal Declara
tion of Human Rights and many of the 
specific human rights treaties that fol
lowed. 

In recent years, President Carter, by 
attempting to give human rights the 
priority it deserves in our foreign policy, 
has strengthened this moral dimension. 
He has spoken out clearly against spe
cific violations of human rights in many 
different parts of the world. 

We thus find in our past and present 
practices implicit affirmation of human 
rights. 

Mr. President, is it not high time we 
made this explicit to the world? 

Peace and freedom are the fundamen
tal ·objectives of this country's policies. 
Human rights and peace are intimately 
related. When the human rights of 
people are threatened peace itself is 
threatened. 

Mr. President, let us never forget that 
the free world depends on us, not only 
as an arsenal and as a supplier of food, 
but as a society committed to the promo
tion of the dignity of man. This country 
was built on a f.:mndation of moral and 
ethical values. We betray our heritage 
if we fail to stand for moral uprightness. 

Mr. President, have we betrayed our 
heritage? 

Have we been hypocrites in the eyes of 
the world? 

M:. President, until we ratify the 
Genocide Convention, we can legiti
mately be questioned on this matter. 

Mr. President, I yield the floor. 

SPECIAL ORDER 
The PRESIDING OFFICER. Under 

the previous order the Senator from 
Vermont (Mr. STAFFORD) is recognized 
for not to exceed 15 minutes. 

Mr. PROXMIRE. Mr. President, with 
the time that was yielded to me by the 
majority leader, I wil! not need the time 
that was allotted to me under the special 
order. 

The PRESIDING OFFICER. The spe
cial order for the recognition of the 
Senator from Wisconsin is vitiated. 

The Senator from Vermont may pro
ceed. 

INTERPARLIAMENTARY UNION 
Mr. STAFFORD. Mr. President, this is 

the third and last speech in a dis :ussion 
of the Interparliamentary Union by the 
Senator from Vermont. I have also dis
cussed in approximate figures the cost to 
the United States in maintaining mem
bership in the International Parliamen
tary Union. I have made these three 
speeches over the last 2 weeks because I 
realize that not many Members of the 
Senate, the House, or the American pub
lic know what the International Parlia
mentary Union is. 

While it is impossible to describe the 
functions . in detail. either as to the 

mechanics of the operation of the orga
nization or as to what it does, or why we 
have been a member, I have tried in 
three 15-minute speeches to outline gen
erally what it does, how much it costs, 
who belongs, how long it has existed, and 
whether or not it is worthwhile to the 
United States to continue to send dele
gations to the International Parliamen
tary Union and to pay the annual assess
ment against the United States for mem
bership in !PU. 

I have done this so that any Member 
of the Congress or any member of the 
public who is sufficiently interested can 
gain some basic concepts of what this 
organization is. It is treated as a very 
important organization by most of the 
nations of the world. Indeed, most of the 
nations of the world, about 80 of them, 
belong, including all of our Western allies 
and the Communist bloc nations, which 
treat the International Parliamentary 
Union as a very important organization 
to which they send leading members of 
their governments and their parlia
ments. 

As I said earlier, !PU is an interna
tional organization based in Geneva, 

· Switzerland. It is made up of parliamen
tarians from approximately 80 nations. 
It :-neet.s in Conference twice a year
spring and fall. The spring meeting 
usually coincides with the Easter recess 
in the American Congress, and the fall 
meeting usually occurs in September. 
Meetings are hosted by member nations 
at their national capitals. Invitations 
from prospective national hosts for fu
ture meetings · are generally extended 
about 3 years in advance of a proposed 
meeting. 

The most recent meeting of !PU was 
hosted at Bonn, West Germany, Septem
ber 4 to 14, 1£'78. In an earlier special 
order I discussed the resolution the Con
ference adopted on disarmament. Today, 
I shall comment briefly on the other res
olutions the Conference considered and 
adopted. 

Since the fall of 1973 and the Yorn 
Kippur war between certain Arab na
tions and Israel, the Mideast has been 
a particular danger point for all the 
world. Consequently, the Conference af
ter extended debate, adopted a resolu
tion on the "Middle-East Question." 

Indeed, I must say parenthetically 
tha~ the Conference has adopted a Mid
east resolution of some kind each year 
since 1973. 

Congressman WILLIAM LEHMAN, the 
vice chairman of our delegation, repre
sented the interests of the United States 
on the drafting subcommittee which 
handled this matter. Since the Camp 
David meetings were in progress it was 
a very difficult and delicate assignment. 
Although Mr. LEHMAN acted ·with dili
gence and skill, it proved to be very diffi
cult to develop a resolution that could 
be supported by the Arab States, Israel, 
and the Western nations as well as Com
munist and Third World countries. A 
last minute agreement on resolution 
language was subsequently torpedoed by 
a surprising Egyptian tactic which 
caused the U.S. delegation to cast 5 
votes against the resolution and 15 ab
stentions. The Western nations gen
erally abstained. 
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Mr. President, I ask unanimous con

sent that the resolution on the Mideast 
question be printed in the RECORD at 
this point. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 

THE MIDDLE EAST QUESTION 

Draft resolution adopted by the Committee 
on Political Questions, International Security 
and Disarmament, by 36 votes to 1, with 15 
abstentions. 

Rapporteur: Mr. A. Chanderna.gor 
(France). 

The 65th Inter-Parliamentary Conference, 
Recalling the previous resolutions of the 

Inter-Parliamentary Union, particularly 
those of the 64th Inter-Parliamentary Con
ference in Sofia. and the 122nd session of the 
Inter-Parliamentary Council in Lisbon, which 
refer to the appropriate resolutions of the 
United Nations on the Middle East. 

Considering that the establishment of 
peace in the Middle Ea.st is essential for ail 
the peoples of that area. , for the security of 
the Mediterranean basin and the mainte
nance of world peace, 

Believing that all efforts to achieve that 
objective through negotiations should be en
couraged, and that any action to impede it 
and likely to increase tension in the Middle 
East should be avoided, 

1. Expresses the wish that any endeavour · 
to create the conditions for a comprehen
sive settlement and for an early convening 
of the Geneva Conference will be successful, 
thus helping to establish a Just and lasting 
peace in the Middle East; 

2. Reaffirms that the effective implementa
tion of the United Nations resolution 242 in 
its entirety remains the fundamental condi
tion for the settlement of the conflict in the 
Middle East and that all acts contravening 
the spirit and letter of that resolution must 
therefore be reproved; 

3. Declares itself in favour of a peaceful 
solution of the conflict in the Middle Ea.st 
realizing the complete withdrawal of Israeli 
forces from the occupied Arab territories and 
guaranteeing the security and territorial in
tegrity of all States in the area within secure, 
stable and recognized boundaries free from 
threats or acts of force, and enabling the 
establishment of normal relations between 
those States, and which , while safeguarding 
human rights against all forms of persecu
tion, respects the inalienable rights of all 
peoples of the area, including the right to 
self-determination of the Palestine people; 

Profoundly moved by the thousands of vic
tims among the Lebanese civilian population 
and by the wide-scale destruction of prop
erty, 

Urgently calls the attention of all member 
countries to the tragic situation in Lebanon; 

Recalling the provisions of UN Security 
Council resolution 425 and the need for its 
full application in all its parts, 

Reaffirms the urgent need for measures 
capable of putting an end to the present 
situation by fully re-establishing the au
thority of the Lebanese State against all ex
ternal interference and guaranteeing its 
sovereignty, independence, territorial integ
rity and the ~nity of its people with respect 
for the rights of all communities, whatever 
the political choice or religion of their mem
bers. 

Mr. STAFFORD. Mr. ANTONIO WON 
PAT represented our delegation on the 
drafting subcommittee of the Commit
tee on Non-Self Governing Territories 
and Ethnic Questions which prepared 
the resolution adopted 772 yes; zero no; 
30 abstentions on the subject, "The con
tinuation of most strenuous efforts 
toward the complete elimination of co
lonialism in the world." Mr. WoN PAT, as 
the delegate from Guam to Congress, was 

particularly qualified to handle this as
signment which he carried out with 
distinction. 

The votes of the U.S. delegation were 
cast for the resolution although Mr. WON 
PAT, for our delegation, made a most 
effective explanation of the U.S. reserva
tion on the resolution in a brief speech 
at the final plenary session. 

Mr. President, I ask unanimous con
sent that the resolution on colonialism be 
printed at this point in the RECORD. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 
THE CONTINUATION OF MOST STRENUOUS EF

FORTS TOWARD THE COMPLETE ELIMINATION 
OF COLONIALISM IN THE WORLD 

Draft resolution adopted unanimously by 
the Committee on Non-Self-Governing Ter
ritories and Ethnic Questions. 

Rapporteur: Mr. J. Page (United King
dom). 

The 65th Inter-Parliamentary Conference. 
Recalling UN resolution 1514 (XV) of De

cember 14, 1960, containing the Declaration 
on the Granting of Independence to Colonial 
Countries and Peoples, UN resolution 2621 
(XXV) of October 12, 1970, containing the 
Programme of Action for the full imnlemen
ta.tion of the Declaration, as well as other 
relevant resolutions and decisions of the UN 
Security Council and General Assembly. 

Recalling also resolutions 2072 of Decem
ber 16, 1965, 2229 (XXI) of December 20, 1966, 
2354 (XXII) of December 19, 1967, 2428 
(XXITI) of December 18, 1968, 2591 · (XXIV) 
of December 16, 1969, 2711 (XXV) of Decem
ber 14, 1970, 3162 (XXVIII) of December 14, 
1973, 3292 (XXIX) of December 13, 19,74, 3458 
(A and B) (XXX) of December 10, 1975, and 
32/ 22 of November 28, 1977, on the question 
of Western Sahara. 

Reaffirming its commitment to the prin
ciple of self-determination of peoples in 
accordance with the Declaration on the 
Granting of Independence to Colonial Coun
tries and Peoples. 

Taking into account that the present in
ternational situation, characterized by the 
further deepening of the process of detente 
and the successes .of the national liberation 
struggle, cre;1.tes favourable conditions for 
the final elimination of all vestiges of colo
nialism, racism and apartheid. 

Reaffirming that any racialist and colon
ialist policy, and particularly those in south
ern Africa, ls contrary to the purposes and 
principles of the UN Charter, threaten in
ternational peace and security and consti
tute a crime against humanity. 

Recognizing that the growing mllitariza
tion of South Africa and its plans for the 
development of nuclear we3,pons aggravate 
the threat to international peace and 
security. 

Reaffirming the legitimate right of the 
colonially and racially oppressed peoples of 
South Africa., Namibia and Zimbabwe to 
struggle by all means at their dispos1l, in
cluding armed forces, for the exercise of 
their inalienable rights to self-determina
tion and to independence, as well as the 
right to choose a path of development ac
cording to their interests. 

Taking into consideration the decisions of 
the Ninth Special Session of the United 
Nations General Assembly devoted to · 
Namibh; 

Reaffirming the inalienable rights of all 
peoples to self-determination and to inde
pendence as embodied in the UN Charter, 
and stressing the importance of free and 
fair elections. 

Stressing the necessity for the full imple
mentation of UN Security Council resolu
tion 418 ( 1977) and for the enforcement of 
further measures in the political, economic 
and military spheres in order to isolate the 

South African apartheid regime more 
effectively, 

Condemning those States which, in viola
tion of the UN decisions and resolutions, 
continue to collaborate with the racist re
gimes in southern Africa, 

Stressing also the urgent need for the im
plementation of all relevant UN resolutions 
affecting all other parts of the world, 

Recalling all resolutions of the Inter-Par
liamentary Union concerning the achieve
ment of independence by the colonial peo
ples still oppressed: 

1. Stresses the responsibility of the inter
national community for the final elimina
tion of all vestiges of colonialism, racism and 
apartheid, and calls upon all States and in
terng,tiona.l organizations to intensify their 
support and assistance to the oppressed 
peoples in southern Africa and to render 
moral, material and diplomatic assistance to 
the struggle of the national liberation or
ganizations; 

2. Welcomes the proclamation of Interna
tional Anti-Apartheid Year contained in UN 
General Assembly resolution 32/105 B and 
calls upon all Governments and Parliaments 
to intensify their efforts to contribute effec
tively to the elimination of apartheid and to 
promote the implementation of the right of 
the people of South Africa to self-determina
tion. 

3. Calls upon all national liberation orga
nizations to strengthen their unity in order 
to achieve a speedy victory in their just 
struggle, and requests all States to refrain 
from any action which could promote the 
weakening of the national liberation organi
zations struggling for their rights; 

4. Calls on all States to ensure full and 
speedy implementation of UN resolutions and 
decisions concerning economic and other re
lations with the present regime in Rhodesia 
(Zimbabwe); 

I 

Urges all Governments, Parliaments and 
:financial institutions to withhold, in pursu
ance of UN resolutions, any aSBistance from 
the racist regimes in southern Africa., and to 
enact legislation or implement other policies 
in the commercial field which will help bring 
about rapid progress towards self-determina
tion and independence; 

n 
1. Notes with deep concern the use of 

force, violence, kidnapping of civilians, tak
ing of hostages and torture, and, in particu
lar, the increasing an~ expanding interfer
ence by foreign military forces on the African 
continent; 

2. Calls on all Governments and Parlia
ments to ensure strict observance of the prin
ciple of non-violation of State borders, settle
ment of disputes by peaceful means and ces
sation of the use of military and any .other 
kind of force against the territorial integrity 
of States; 

m 
Calls upon all Governments and Parlia

menm: 
A. Concerning South Africa: 
(a) To condemn the South African apart

heid regime for its policies and practices of 
racial discrimination, its denial of elementary 
human rights and the brutal oppression of 
the South African people; 

(b) To take measures for the termination 
of all forms of collaboration in the nuclear, 
military and security fields with the South 
African apartheid regime, and not to allow 
it access to nuclear weapons and to tech
nology lea.ding to the acquisition of such 
weapons; 

Recalling the previous resolutions of the 
Inter-Parliamentary Union on the estab
lishment of a new international economic 
order. 

Deeply attached to the achievement of 
objectives, assigned to the Integrated Pro
gra.Illllle for Commodities by resolution 93 
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(IV) of the United Nations Conference on 
Trade and Development (UNCTAD). 

Very concerned at the inadequate prog
ress ac!l.ieved in more than one year at the 
UNCTAD negotiations on individual com
modity agreements and on a common fund 
within the framework of the Integrated 
Programme for Commodities and on official 
development assistance. 

Noting furthermofe with regret that the 
Negotiating Conference on the Common 
Fund held last November in Geneva was 
suspended without an understanding as to 
the resumption of ·the negotiations and 
t,hat no real progress has been attained 
since then. 

Gravely concerned that the multilateral 
trade negotiations currently underway in 
Geneva may result in the developing coun
tries emerging with an adverse balance. 

Convinced of the relevance, for the 53 
countries of Africa, the Caribbean and the 
Pacific, of the STABEX system of stabiliza
tion of export earnings applied within the 
framework of the Rome Convention. 

Stressing the role of Parliaments and 
parliamentarians and the importance of the 
public opinion of all countries, and par
ticularly that of the developed countries, 
for the achievement of the objectives of a 
new international economic order. 

Convinced of the importance, for the de
velopment of the economies of the develop
ing countries, of the creation of a coIIL."llon 
fund which would be capable not only of 
governing commodity buffer stocks but also, 
within the limits to be set by the parties 
concerned, of taking and financing measures 
for market promotion research and diversi
fication and improvement 1n general regard
ing certain commodities. 

Concerned at the disproportionate burden 
which the external debt servicing of the 
developing countries, particularly of the 
poorest among them, currently places on 
their economies. 

Aware of the need to increase and to di
versify the amount of official development 
assistance and to relax its terms. 

IV 

On a different level, concerning Western 
Sahara: 

(a) On a different level, supports as a whole 
the resolution on the question of Western 
Sahara adopted at the OAU Summit and, with 
a view to ending the tension in the region, 
expresses the profound hope that the adhoc 
Committee established by the OAU Summit 
in Khartoum will find a just and peaceful 
solution to the question of Western Sahara, 
consistent with the principles of the Charter 
of the United Nations, the recommendations 
of the Non-Aligned Movement, as well as 
with the Charter and resolutions of the 
Organization of .African Unity; 

(b) Calls on the States in the region to 
observe strictly the principle of non-violation 
of borders and to cease an forms of use of 
military force to interfere with the territorial 
integrity of the States in the region. 

Mr. STAFFORD. The resolution 
adopted by the Economic and Social 
Committee was prepared by a drafting 
subcommittee on which the U.S. delega
tion was represented by Congressman 
DEL CLAWSON. It was a particularly dif
ficult assignment which Congressman 
CLAWSON, one of the hardest working of 
our delegation, carried out with tenacity 
and determination. The resolution con
tained some paragraphs that were not ac
ceptable to our delegation, but it was 
adopted by voice vote in any event. 

I ask unanimous consent that the. res
olution of the Economic and Social 
Committee be printed at this point in the 
RECORD . . 

There being no objection, the resol'l:1-

tion was ordered to be printed in the 
RECORD, as follows: 
THE FIXING OF FAIR PRICES FOR PRIMARY COM

MODITIES SrPPLIED MAINLY BY DEVELOPING 
NATIONS, THE MAINTENANCE OF THE PUR
CHASING POWER PROVIDED BY THEIR EXPORTS, 
AND THE ALLEVIATION OF THEIR EXTERNAL 
DEBTS 

Draft resolution adopted by the Economic 
and Social Committee by 41 votes to 0, with 1 
abstention. 

The 65th Inter-Parliamentary Conference. 
Concerned at the adverse evolution of the 

economic situation of the developing coun
tries. 

Noting that the trade and monetary sys
tem currently governing international eco
nomic relations contributes to increasing the 
inequalities between developed and develop
ing countries, thus constituting a serious 
threat to world peace and security. 

Recalling that the prices of the products 
imported by developing countries have risen 
considerably while their income from the ex
port of primary commodities have dropped, 
resulting in an excessive increase in the for
eign debt of developing countries, which, 
together· with the rate of the interest, which 
is often very high, represents a very costly, 
crushing economic burden for each of these 
nations, and introduces dangerous elements 
of instability and crisis into the interna
tional credit and financial system. 

Deeply disturbed at the increasing recourse 
to protectionism policies which adversely af
fect the healthy growth of international 
trade in general and the prospects of devel
oping countries in particular. 

Considering that the economies of the de
veloping countries are themselves very di
verse, and aware of the fact that developing 
countries have been making significant ef
forts to diversify their economic activities 
and their traditional trading patterns. 

(c) To consider immediatly the effective
ness of terminating all loans to South Africa, 
all investment in that country and all trade 
promotion, and of applying a total embargo 
on oil, petroleum products and other strategic 
facilities; 

(d) To manifest their effective support 
for the just struggle waged by the people 
of South Africa by oontributing to the suc
cessful implementation of International 
Anti-Apartheid Year by all measures within 
their power; 

( e) To apply the embargo on the sale and 
delivery of arms to South Africa, in accord
ance with Security Council resolution 418/ 
1977; 

B. Concerning Namibia: 
(a) To contribute actively to the imme

diate implementation of the rights of the 
Namibian people to self-determination and 
independence, bearing in mind the decisions 
of the 9th Speci,al Session of the UN General 
Assembly devoted to Namibia, the relevant 
resolutions of the UN Security Council rec
ommending the independence of Namibia, 
and of the "Proposal for a settlement of the 
Namibian situation" (UN doc. S/12636) 
transmitted by the Governments of Canada, 
Federal Republic of Germany, France, United 
Kingdom and United States of America; 

(b) To recognize SWAPO, bearing in mind 
the decisions of the United Nations and of 
the Organization of African Unity as well 
as the Five Power Plan, as legitimate and 
authentic representatives of the Namibian 
people; 

(c) To support all approprlate measures 
agreed in the United Nations and other 
diplomatic fora for the rapid removal of 
South African military and paramilitary 
forces from the whole of the Namibian ter
ritory, including the port of Walvis Bay; 

(d) To condemn the South African 
apartheid regime for its illegal occupation of 
Namibia which constitutes an act of aggres
sion against the Namibian people and the 
United Nations; 

C. Concerning Rhodesia: 
(a) To promote the achievement of major

ity rule in Rhodesi,a; 
(b) To condemn the continued war of 

repression against the people of Zimbabwe 
and to encourage all the parties to negotiate 
with the objective of securing a cease-fire 
and a settlement which is acceptable to the 
people of Zimbabwe as a whole; 

( c) To comply strictly with the manda
tory sanctions of the United Nations against 
Rhodesia and to promote their expansion, 
including all measures envisaged under Ar
ticle 41 of the UN Charter; 

Convinced that the objectives of equitable 
prices for commodities supplied essentially 
by the developing countries, maintenance of 
the purchasing power derived from their ex
ports and reduction of their external debt 
are closely linked to the reform of the inter
national monetary system. 

Convinced of the importance, for the de
veloping countries, of a preferential and non
reciprocal treatment to correct the inequal
ities between the developed and developing 
countries in international trade, which are 
the cause of the profound disparities be
tween their respective levels of development: 

1. Reaffirms forcefully the need for the rap
id conclusion of international commodity 
agreements, an increase in official develop
ment assistance and more advantageous 
terms for the granting of such assistance, in 
order to provide adequate reliable and regu
lar resources for the economies of the devel
oping countries; 

2. Notes the commitments undertaken 
within the framework of the Conference on 
International Economic Co-operation held 
at Paris in June 1977 and of the Ministerial 
Session of the UNCTAD Trade and Develop
ment Board at Geneva in March 1978, with 
regard both to the establishment of a com
mon fund-the key instrument for the 
achievement of the objectives of the Inte
grated Programme for Commodities-and 
certain aspects of official development as
sistance, and, particular, official external debt 
relief of developing countries; 

3. Notes further the points of agreement . 
stated by the Chairman of the Negotiating ; 
Conference on a Common Fund at Geneva in ; 
November 1977; i 

4. Urges Parliaments to put pressure on I 
their Governments to resume the negotia
tions as early as possible and no later than : 
the end of this year, in accordance with the 
decisions taken by the July meeting of the 
UNCTAD ad hoc Committee on the Inte
grated Programme for Commodities; 

5. Emphasizes the need to promote for
ward-looking policies in order to permit the 
finished and self-finished manufactures to 
have freer access to markets; 

6. Calls on the members of the National 
Groups to take action in their respective 
Parliaments in order to encourage their Gov
ernments: 

(a) To participate in the largest possible 
number of negotiations concerning agree
ments on the commodities covered by the 
UNCTAD Integrated Programme; 

(b) To promote, within the framework of 
the UNCTAD negotiations, the establish
ment, as soon as possible. of a common fund 
capable of acting with the maximum effec
tiveness without however prejudicing the 
legitimate interests of the consumer nations; 

(c) To take measures for establishing an 
equitable relationship between the prices of 
commodities on the international market 
and those of products imported by develop
ing countries; 

(d) To promote within the framework of 
GATT negotiations, the tariff and non-tariff 
measures leading to the legal and standing 
non-reciprocal and preferential treatment of 
the products of the developing countries; 

( e) To decrease and eliminate protectionist 
measures, which affec<t in the first place the 
exports of developing countries; 

(f) To adopt measures to reduce the bur-
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den of the external debt of the developing 
countries and, in particular, of the poorest 
developing countries to achieve cancellation 
by the industrialized countries of the debt 
of the world's least developed of the develop
ing countries, to increase and to diversify the 
actual amount of official development assist
ance and to relax its terms, in conformity 
with the decisions of the Ministerial Session 
of the UNCTAD Trade and Development 
Board held in March 1978; 

(g) To make all necessary efforts for an 
equitable reform of the international mone
tary system favouring the development of 
the developing countries; 

(h) To encourage, within the framework 
of bilateral or multilateral aid projects, the 
industrial processing of commodities in the 
commodity-producing countries; 

7. Recommends that parliamen.taries in
form public opinion in their countries of the 
urgent need for effective solidarity, in partic
ular in the financial and technological 
spheres, between the industrialized and the 
developing countries, and that co-operation, 
not confrontation, is required to achieve the 
agreements and establish the mechanism for 
a fair and orderly marketing of commodities 
aiming at a full, complete and rapid inte
gration of the developing countries In the 
world economy. 

Mr. STAFFORD. The Committee on 
Parliamentary, Juridical and Human 
Rights Questions proposed a resolution 
prepared by a drafting st.bcommi ttee 
upon which we were represented by Con
gressmen CHARLES WIGGINS and GUY 
VANDER JAGT. The resolution was sup
ported by the U.S. delegation. 

Mr. President, I ask unanimous con
sent that this resolution be printed in 
the RECORD at this point. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 
THE RoLE OF PARLIAMENTS IN THE STUDY AND 

ELABORATION OF MEANS To COMBAT INTER
NATIONAL TERRORISM 

Draft resolution unanimously adopted by 
the Committee on Parliamentary, Juridicial 
and Human Rights Questions. 
THE 65TH INTER-PARLIAMENTARY CONFERENCE 

Disturbed by the growing number of inter
national terrorist acts and their effects upon 
Innocent victims around the world. 

Emphasizing that the commitment of the 
entire international community, including 
the establishment of co-operation among 
States in this field, ls necessary to combat 
terrorism. 

Recalling the resolutions adopted on this 
subject by the UN General Assembly and 
Security Council and by the Inter-Parlia
mentary Union. 

Noting the entry into force of interna
tional legally binding instruments to combat 
certain forms of terrorism and the adoption 
of relevant regional conventions. 

Concerned at the inadequacy of the meas
ures that have been taken so far and at the 
lack of progress in the elaboration by the 
United Nations of a comorehensive conven
tion relating to international terrorism. 

Asserting that acts of international terror
ism involving hijacking of various means 
of transport or other threats to such carriers 
or to the safety of travellers, and the taking 
of hostages, are directed at innocent victims 
and violate established norms of Interna
tional behaviour. 

Confirming the inalienable right to self
determinatlon and independence of all peo
ples under colonial and racist regimes or 
other forms of a.Hen domination, as wen as 
the inalienable right of every people to com
bat aggression and foreign occupation, a 
right which must always be exercised in ac-

cordance with the principles of the Charter 
of the United Nations and the relevant reso
lutions of the latter's organs, and in con
formity also with the rules of international 
law, particularly with regard to respect for 
human rights in armed conflicts: 

1. Affirms Its indignation at and condem
nation of all forms of international terrorism 
wherever they occur, whether they originate 
from States or individuals; 

2. Emphasizes the importance of interna
tional co-operation, through treaties and 
other measures, including regional nd bi
lateral conventions, in the effective preven
tion of such terrorism; 

3. Calls on the National Groups to take 
action so that their respective Parliaments: 

(a) Undertake examination of the root 
causes of terrorism and contribute to the 
study and elaboration of legal standards ap
propriate to the prevention and punishment 
of acts of terrorism; 

(b) Continue their efforts to seek and 
adopt, In accordance with International law, 
just and peaceful solutions, for the purpose 
of eliminating the roots and causes that pro
voke acts of international terrorism; 

(c) Make every effort to ensure the adop
tion of adequate laws punishing such acts, 
and, with a common accord, outlaw terror
ism; 

4. Urges all Parliaments and Governments 
to use their Influence to bring about prompt 
accession to or ratification of the Tokyo 
(1963), The Hague (1970) and Montreal 
( 1971) Conventions on the safety of Inter
national aviation, and the New York (1973) 
Convention relating_ to Internationally pro
tected persons; 

5. Calls on all Governments of the world 
not to permit the existence and activity on 
their territories of terrorist organizations and 
groups directed against other States, to re
fuse the right of asylum to perpetrators of 
and those proven to be responsible for acts 
of terrorism, and either to prosecute or ex
tradite such persons; 

6. calls upon all Parliaments and Govern
ments of the world: 

(a) To condemn all acts of violence by any 
regime; 

(b) To condemn the continuation of re
pressive and terrorist acts by authoritarian 
colonial, racist and alien occupying regimes 
in denying peoples their legitimate right to 
self-determination and independence and in
dividuals their human rights and funda
mental freedoms; 

(c) To observe strictly their obligations to 
abstain from directly or indirectly support
ing terrorist activities or subversive or other 
similar actions directed against other States; 

(d) To uphold the legitimacy of the strug
gle of national liberation movements, which 
must always be expressed in conformity with 
the purposes and principles of the Charter 
of the United Nations and the relevant res
olutions of the latter's organs, as well as in 
accordance with the rules of international 
law· 

( ~) To refrain from supporting directly or 
Indirectly the talting of hostages for polltical 
or other purposes; 

7. Supports the efforts of the entire inter
national community to acquire effective 
juridical means of preventing and punish
ing terrorist acts; 

8. Urges ali Governments and Parliaments 
to Introduce and adopt all measures within 
their power and enact necessary legislation 
to prohibit and severely punish financing of 
all terrorist acts and actions tending to sub
vert legally established Governments, from 
whatever sources 6uch financing may eman
ate. 

Mr. STAFFORD. Mr. President, the 
resolution proposed by the Committee on 
Educational Scientific, Cultural and En
vironmentai' Matters was on the subject, 

"The role of Parliaments in combating 
illiteracy nationally and international
ly." We were represented on the drafting 
subcommittee which prepared the resolu
tion by GUY VANDERJAGT with assistance 
from ROBERT DUNCAN who did excellent 
work. The resolution was adopted by the 
conference on voice vote. 

Mr. President, I ask unanimous con
sent that the resolution from the Com
mittee on Educational, Scientific, Cul
tural and Environmental matter may ap
pear at this point in the RECORD. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 
THE ROLE OF PARLIAMENTS IN COMBATING 
ILLITERACY NATIONALLY AND INTERNATIONALLY 

Draft resolution unanimously adopted by 
the Educational, Scientific, Cultural and En
vironmental Committee. 

The 65th Inter-Parliamentary Conference. 
Convinced that illitera.cy jeopardizes and 

considerably retards economic and social de
vel9pment, constituting an infringement on 
human dignity. 

Emphasizing that more than 800 million 
people in the world-essentially women and 
rural dwellers-are illiterate, most of them 
in Asia, Africa and Latin America, a fact 
which creates gross inequalities and tensions 
in the world. 

Confirming that the developing countries 
are faced with tremendous difficulties in 
eliminating the causes as well as the phe
nomenon of illiteracy because they lack the 
means and resources needed to organize mas
sive educational programmes to reduce illit
eracy. 

Reaffirming that education is a basic hu
man right and a factor in the social and cul
tural fulfilment of man, and that it can 
contribute to the reduction of inequalities 
between individuals and countries. 

convinced that the eradication of illiter
acy requires intensive governmental involve
ment, national planning and international 
support and that it is the responsibility of 
Parliaments to formulate the appropriate 
policy and promote its efficient implementa
tion. 

Noting that the scourge of 1lliteracy may 
become worse in the coming years' and that, 
consequently, there is an urgent need to in
tensify forthwith the national and interna
tional efforts to combat it. 

Recognizing that the eradication of illit
eracy is primarily the responsibility of the 
developing countries and that this task can 
be facilitated by assistance from developed 
countries. · 

Aware that the problems of illiteracy ,are 
not confined to the developing countries 
alone and that industrialized countries have 
to solve the problems of illiteracy caused by 
rejection of schooling, the speed of techno
logical progress in industry and changing 
social attitudes. 

Convinced that the spreading of literacy 
requires at the world level extensive mobiliza
tion of energies, financial and human re
sources and freedom of access to education. 

Recognizing that the United Nations and 
UNESCO in particular make an effective con
tribution to the reduction of llliteracy at the 
world level, despite the inadequacy of means. 

1. Calls upon Parliaments: 
(a) To bring about within their own coun

tries an awareness of: 
(1) The importance of literacy as a basic 

requirement for the elimination of poverty, 
hunger and human misery, particularly in 
the developing countries; 

(ii) The need to mobilize the human, 
material and technical resources available to 
all countries; 

(b) To exercise maximum pressure upon 
Governments to give highest priority to this 
sector of education 1n their countries, to en-
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sure legislatively and in practice the right of 
citizens to education and to include specific 
programmes to eradicate illiteracy in national 
education systems, especiially in the develop
ing countries; 

(c) To formulate and implement pro
grammes for eradicating illiteracy not only 
through enrollment in the formal educa
tional system but also through non-formal 
programmes of adult liter,acy and vocational 
and job-oriented training; 

( d) To provide for the training of teachers 
especially for this purpose and to draw vol
unteers from all parts of society to serve as 
tutors and assistants; 

(e) To give greater importance to educa
tion and the role of women in society, taking 
into account that women constitute a deci
sive factor in child literacy and repre!;'.ent a 
vast potential in combating under-develop- . 
ment; 

(f) To reafflrm ,that the firm determination 
of the developing countries to recover the 
control of their human and natural resources 
in order to provide their peoples with the 
means necessaty to join in the scientific
technical world constitutes one way to alle
viate the scourge of illiteracy, and to estab
lish a new world cultural and economic order; 

(g) To mark in their respective countries 
International Literacy Day on September 8 
by organizing appropriate ceremonies and ac
tivities to call public attention to the world
wide problem of illiteracy and to promote 
understanding of and support for national 
and international literacy programmes; 

(h) To provide, in national programmes to 
combat illiteracy, for appropriate actions in 
connection with the proclamation of 'the In
ternational Year of the Child in 1979; 

2. Call upon the United Nations to include 
literacy as an integral element of the Third 
Development Decade, particularly through 
the preparation of plans for combating illi
teracy and for the development of teaching 
programmes, under the direction of States 
and with the aid of UNESCO; 

3. Calls upon the member States to increase 
the rate of their participation. in the UNESCO 
budget, with a view to achieving the above
mentioned objectives; 

4. Calls upon UNESCO to continue and in
tensify its efforts to promote international 
solidarity in combating llliteracy and to ob
tain increasingly more substantial support 
from the international funding bodies, as 
well as to promote bilateral aid from mem
ber States and private agencies; 

5. Invites the Governments of the indus
trialized countries to intensify their efforts 
to attain the scheduled volume of official 
assistance to the developing countries so 
that the budgetary resources allocated to the 
combating of llllteracy in those countries 
can be increased; 

6. Recommends that the Inter-Parliamen
tary Union continue close liaison with 
UNESCO in combating illiteracy; 

7. Reaffirms that the most profitable in
v~stment which States can make is to devote 
themselves to the struggle against illiteracy 
and to the education of the peoples; 

8. Leaves it to the 20th Session of the 
General Conference of UNESCO to decide 
on the advisability of establishing an in
ternational fund to combat llliteracy in the 
least developed countries. 

Mr. STAFFORD. Finally, without dis
sent, the conference adopted a second 
resolution from the Economic and Social 
Committee on "The International Year 
of the Child." 

Mr. President, I ask unanimous con
sent that that resolution may appear at 
this point in the RECORD. 
. There being no objection, the resolu

tion was ordered to be printed in the 
RECORD, as follows: 

INTERNATIONAL YEAR OF THE CHILD 

Draft resolution adopted unanimously by 
the Economic and Social Committee. 

The 65th Inter-Parliamentary Conference. 
Bearing in mind that the General Assem

bly of the United Nations proclaimed 1979 
the International Year of the Child (Resolu
tion 31/ 169). 

Deeply concerned that in spite of all ef
forts, millions of children in developing 
countries are undernourished, are without 
access to adequate health services, are miss
ing the basic educational prepartion for 
their future and are deprived of the elemen
tary amenities of life. 

Aware of the fact that in developed coun
tries certain categories of children require 
additional protection and care, in particular 
those who are physically and mentally han
dicapped, or socially disadvantaged; 

1. Calls upon Parliaments of all countries 
to seize the opportunity of the Year to take 
measures to meet the manifold needs and 
rights of the child and to draw public atten
tion to them; 

2. Appeals to national Parliaments to sup
port .the expansion of basic services for chil
dren in developing countries, as part of de
velopment plans, which will take place dur
ing the Year and therafter; 

3. Urges the national Groups to promote 
support by their Parliaments for the work of 
the national committees for UNICEF and of 
the national commissions for the Year, where 
these have been set up in their respective 
countries. 

Mr. STAFFORD. Now, Mr. President, 
I shall, with a few final observations, 
bring these discussions of IPU to an end. 
Within available time I have attempted 
to describe IPU, the role of U.S. delega
tions to meetings of IPU and the ap
proximate annual cost of our member
ships in IPU. 

Necessarily, the reader may find in
formation sketchy and questions unan
swered. I ~shall be pleased, Mr. Presi
dent, on inquiry of any of my colleagues 
in either body of Congress, to supply 
further details to anyone sufficiently in
terested. In one of my earlier discus
sions of IPU, I pointed out to my col
leagues that IPU came ino existence 
in 1889, thus far predating both the 
League of Nations and the United Na
tions. The United States, on three oc
casions, has served as the host coun
try for the Interparliamentary Union: 
once back before the turn of the century, 
once about 1904, and the last time in 
1953. So 25 years have passed since 
this country has extended an invitation 
to the International Parliamentary Un
ion to come to the United States and hold 
a conference in Washington, D.C. I 
noted, in an earlier discussion, that it 

· has become, over the last 2 or 3 years, 
a matter of some embarrassment to 
U.S. delegates to meetings of the Inter
national Parliamentary Union that so 
long a period of time has run since this 
country has hosted an IPU conference. 
We are now being urged, particularly 
by our closest friends among the West
ern nations, to extend an invitation to 
the International Parliamentary Union 
to come to Washington for one of its 
meetings. 

The Senator from Vermont has under
taken to deliver these speeches to pro
vide information on a subject which is 
little known in the United States despite 
the fact · it is well known and IPU is 
considered important in the rest of the 

world, particularly by friendly nations 
of NATO and the industrialized Western 
World. 

Possibly some of the resolutions are 
more important for what they did not 
say than for their content. I am referring 
here to the resolutions now in the RECORD 
which were adopted in the Bonn, West 
Germany, meeting this fall. For example, 
the "Mid-East" resolution did not con
demn "Camp David"; the "Disarma
ment" resolution did not single out the 
United States for condemnation while 
the U.S.S.R. deployed a major new 
weapon (the SS-20) as might have oc
curred if the U.S. delegation had not 
been present. 

U.S. leadership in the area of "Human 
Rights" was emphasized before a world 
audience. 

Work of the staff members-Arthur 
Kuhl, Executive Secretary of the U.S. 
Group; Norvill Jones, Chief of Staff, 
Senate Foreign Relations Committee; 
Vance Hyndman, House International 
Relations Committee; Mrs. Mary Mc
Laughlin, Senate Foreign Relations Com
mittee; and John Ward, Department of 
State adviser, was outstanding through
out the Conference. 

Over the years the Senator from Ver
mont has been a member of the U.S. del
egation, there have no doubt been some 
unnecessary stops en route to and from 
conferences. There probably have been 
some unnecessary expenses incurred in 
attendance at conferences. It is fashion
able in consequence to ref er to IPU as a 
"junket," especially by those who do not 
bother to learn anything about the orga
nization or our role in it. 

Attendance at meetings of IPU is not 
a "junket." 

U.S. delegates face a week to 10 days of 
difficult meetings at each conference. 
The cost, while appreciable, about $300,-
000 a year, is miniscule compared to the 
cost of United Nations and its satellite 
organizations to the United States, about 
$529,480,000, and even small oompared to 
the total spent on other international 
organizations, about $6,241,000. 

I consider IPU an important inter
national organization of parliamentari
ans from nearly 80 nations. 

The experience of attending an IPU 
Conference has been broadening for U.S. 
delegates. Following is an excerpt from 
a letter to me from the Honorable AN
TONIO B. WON PAT, delegate to the House 
of Representatives from the Territory of 
Guam: · 

I also believe that other members of the 
American delegatitm like I, benefited from 
the broadening experience of attending the 
conference. This is an important aspect often 
overlooked by those who would criticize offi
cials for attending such meetings. I are sure 
that each of us who attended came back with 
a better perspective of our role and influence 
in the conference. 

Following is an excerpt of a statement 
by the Honorable JoE SKUBITZ, Member 
of the House of Representatives from 
Kansas, in the CONGRESSIONAL RE~ORD of 
May 18, 1978: 

As many of my colleagues know, I have not 
been enthusiastic about attending interna
tional meetings. In fa.ct, during more than 
16 years in Congress, I never attended any 
until this month. Several weeks ago, some 
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colleagues whom I respect highly persuaded 
me to r~resent the U.S. Congress at the In
teroarliamentary Union meetinir in Vie:in ,. 

This one experience has taught me that 
we must be willing to make some reasonable 
sacrifices to attend these IPU meetings. I 
learned that congressional representation is 
both necessary and beneficial for U.S. in
terests. To a large degree, the willingness of 
the United States to perform a responsible 
role in international affairs is measured by 
the attendance and full participation of 
Members of this body at such sessions as the 
one in Vienna . . . 

Whether we in the United States like it 
or not, we continue to be the free world's 
leading nation. 

We cannot say, "Stop the· World, I 
want to get off." 

The free world continues to look to us 
for leadership amongst the representa·
tives of the world's parliaments. 

Should we depart !PU, our abdication 
of a free world leadership position would 
leave an enormous vacuum and Western 
nation disarray. In my judgment the 
U.S.S.R. could then dominate future con
ferences and procure the adoption of 
resolutions highly embarrassing to this 
country and our allies. 

I hope we will not permit that to hap
pen. 

Mr. President, I yield the floor. 

REVENUE ACT OF 1978 
The PRESIDING OFFICER. The Sen

ate will now resume consideration of 
H.R. 13511, which the clerk will state. 

The legislative clerk read as follows: 
A bill (H.R. 13511) to a.mend the Internal 

Revenue Code to reduce income taxes, and 
for other purposes. 

The Senate resumed consideration of 
the bill. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PROXMIRE. Mr. President, a par
liamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. PROXMIRE. What is the pend
ing business before the Senate on the 
bill? Is there a pending amendment? If 
so, what is it? 

The PRESIDING OFFICER. The 
Chair advises that there are three pend
ing amendments, but they have all been 
set aside until after the cloture vote to
day. 

Mr. PROXMIRE. Does that mean that 
another amendment would be in order at 
this point? 

The PRESIDING OFFICER. The time 
is controlled by Senators LONG and HAN
SEN. As the Chair understands it, if they 
were to yield time to someone for that 
purpose, then an amendment would be 
in order. 

Mr. PROXMIRE. But the time has to 
be yielded by Senator HANSEN, Senator 
MUSKIE, or Senator LONG? 

The PRESIDING OFICER. That is 
correct. 

Mr. GLENN. Will the Senator yield for 
a question? 

Mr. ROBERT C. BYRD. Senator 
HANSEN has only 30 minutes, I believe. 

The PRESIDING OFFICER. That is 
right. Senator HANSEN has 30 minutes 
under a unanimous-consent agreement. 

Mr. GLENN. Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. GLENN. Mr. President, what are 
the three amendments that are pend
ing that the Chair referred to? 

The PRESIDING OFFICER. The three 
amendments pending, the Chair would 
advise, are the amendments of the Sen
ator from Maine (Mr. MUSKIE ) , the 
Senator from Ohio (Mr. GLENN), and the 
Senator from Wisconsin (Mr. NELSON). 

Mr. GLENN. I thank the Chair. 
Mr. HART addressed the Chair. 
Mr. ROBERT C. BYRD. Mr. President, 

on behalf of Senator LONG--
Mr. PROXMIRE. Mr. President, will 

the Senator yield before he yields time? 
Mr. ROBERT C. BYRD. I am going to 

put in a quorum call. 
Mr. HATCH. Mr. President, a parlia

mentary inquiry. 
Mr. ROBERT C. BYRD. Mr. President, 

I yield to the Senator for the purpose of 
his making a parliamentary inquiry. 

Mr. HATCH. Mr. President, it is my 
understanding the Nelson amendment 
has been found to be to the original bill 
itself and not to the committee sub
stitute. 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. HATCH. That is all I have. 
Mr. ROBERT C. BYRD. I yield to the 

Senator {rom Wisconsin before I put in 
a quorum. 

Mr. PROXMIRE. May I ask the dis
tinguished majority leader, my concern 
is that some amendments may come up 
and we may feel it necessary to talk at 
some length on those amendments. 

We do not want to stand in the way of 
Senators who would like to debate these 
three very important amendments pend
ing before the Senate at the present time. 

So it is kind of a dilemma. But I want 
to serve notice, for instance, on the Sena
tor from Utah's amendment, which he 
very graciously let me look over to exam
ine carefully, I think it is a bad amend
ment and I want to discuss it at con
siderable length. 

For. that reason, we stand in the way 
of a discussion by Senator MusKIE, or 
Senator GLENN, or other Senators, who 
want to discuss their amendments that 
are pending. 

Mr. ROBERT C. BYRD. The purpose 
of setting aside their amendments was 
so other amendments could be called up, 
hopefully. 

Mr. STEVENS. Will the majority 
leader yield? 

Mr. ROBERT C. BYRD. Yes. 
Mr. STEVENS. The agreement was 

that debate on Senator NELSON'S amend
ment would not start until after the clo
ture votes today. 

Mr. PROXMffiE. I understand. But if 
time is yielded to Senator HATCH to call 
up his amendment, that does not mean 
there would be a time limitation at the· 
end of which time there woui'd have to 
be a vote. 

Mr. STEVENS. There is no time agree-
ment on the Hatch amendment. 

Mr. PROXMIRE. All right. 
I thank the Senator. 
Mr. ROBERT C. BYRD. Mr. President, 

I suggest the absence of a quorum. 

Mr. GLENN. Will the Senator yield, 
before that? 

Mr. ROBERT C. BYRD. I yield to the 
Senator. 

Mr. GLENN. I wish to note--
Mr. ROBERT C. BYRD. I ask that the 

time thus far be equally charged against 
both sides. 

Mr. STEVENS. I have not used the 
leader's time. I suppose I should dispose 
of that. 

Mr. ROBERT C. BYRD. Well, the 
measure has been put down so that the 
time of the leader--

Mr. STEVENS. I yield back the leader's 
time. 

Mr. GLENN. I thank the distinguished 
majority leader. 

I would like to note that when cloture 
comes up this time, in all likelihood I 
will vote against it, for the first time 
since I have been in the U.S. Senate. 

I will vote against cloture because I 
look at the delaying tactics that have 
gone on on the other side of this discus
sion regarding my amendment. 

I tried my level best to get a time 
agreement on this amendment and to 
vote on it. 

The chairman of the Finance Com
mittee refused to work out that type 
of agreement and indicated at one point 
there would be extended discussion of 
this amendment if I persisted with it. 

I did persist with it. 
So when I look at my vote this time 

a:; being my first vote against cloture, 
I do not look at is in the light that it 
might appear to someone who would not 
know the background of this debate over 
the last few days. 

Now, the second point to be made is 
that last week a great issue was made 
of the fact that beeause of that par
liamentary situation, the only way we 
could get this on the floor and discuss 
it, have a debate on this issue we have 
tried to get to the floor for the last 2 
years, was to hold the floor, control the 
debate, and Senator MUSKIE and I on 
Saturday had a very good debate going 
back and forth. 

But objection was raised on the other 
side that insufficient time was granted to 
the other side and that we were being 
grossly unfair in our control of time. 

I would note, Mr. President, that it is 
now 10: 15 a .m. and we had time reserved 
for the opposition to make their points. 
We have been here since 9: 45 this niom
ing to debate this subject. 

So I think the complaints of the other 
side that we were not giving them suffi
cient time, and the fact that we do have 
time set for votes this afternoon, and 
they are not making use o! their time, 
indicates that perhaps that was rather 
hollow rhetoric here on last Saturday. 

We are here, and Senator MusKIE is 
here, willing to have this debate. If we 
are to go on this, we are ready to go. 

So, to those who say there was not suf
ficient time given them to debate, I say, 
let us get on with it. 

I thank the Chair. 
Mr. ROBERT C. BYRD. Mr. President, 

I suggest the absence of a quorum. 
Mr. STEVENS. Will the Senator with

hold that? 
Mr. ROBERT c. BYRD. Yes. 
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I believe the Senator from Utah would 
be prepared to call up his amendment. 

Mr. STEVENS. I understand, if he 
does, Senator PROXMIRE will talk at great 
length. 

I was wondering if we could get other 
amendments up which we could dispose 
of. 

Mr. LONG. Will the Senator yield? 
Mr. STEVENS. Yes. 
Mr. LONG. Were we not supposed to 

go, in the first order of business, to the 
amendment offered on behalf of Senator 
DOMENICI that was being offered by the 
Senator from Pennsylvania? Did we not 
have an agreement that would be the 
first amendment we would go to this 
morning? 

Mr. STEVENS. That comes up under 
the 20-minute agreement does it not, and 
vote on it at 3 o'clock? 

Mr. ROBERT c. BYRD. That begins at 
3 o'clock. 

Mr. LONG. Three o'clock? 
Mr. ROBERT C. BYRD. Yes. 
Mr. LONG. The Senator from Cali

fornia (Mr. CRANSTON), has an amend
ment he wants to offer. Perhaps we can 
consider that one. 

Mr. MUSKIE. Will the Senator yield? 
Several Senators addressed the Chair. 
Mr. HATCH. I have five amendments, 

I would be happy to bring up one not as 
controversial--

Mr. ROBERT c. BYRD. Will the Sen
ator--

Mr. HATCH. I would suggest I bring 
that up right now. 

Mr. ROBERT C. BYRD. Of course, the 
Senator has the right to call up any 
amendment he wishes to call up when 
he gets recognition. I just express the 
hope, and I do so again, that the Senate 
could utilize most of this day, up until 
the hour of 2 o'clock, in disposing· of 
other amendments to the tax bill so as to 
make as much progress as possible. 

I yield the floor to the manager of the 
bill. 

Mr. LONG. Let me just say to those 
Senators who have amendments--· 

Mr. MUSKIE. Will the Senator yield? 
Mr. LONG (continuing). That are not 

germane, keep in mind that the ger
maneness rule is a very strict rule, far 
stricter t'han most people realize, unless 
they are familiar with it from Senate 
practice. 

Those who have amendments which 
are not germane ought to be bringing 
them to us before we vote on cloture. 

But I would hope they would not bring 
up amendments that will result in an 
extended debate because that would 
foreclose any other Senator from having 
his amendment considered. 

Mr. HATCH. Will the Senator yield to 
me for one moment? 

Mr. LONG. Yes. 
Mr. HATCH. Is it the intention of the 

distinguished Senator from Wisconsin to 
have extended debate on my amend-
ment? · 

Mr. PROXMffiE. I do not intend to 
filibuster. I want a certain notice that I 
intend to explain why. That might take 
45 minutes, an hour, an hour and a half. 

In view of the fact that we do 
have limited time, three major amend
ments Senators want to discuss, as the 

manager of the bill has pointed out, every 
nongermane amendment has only a 
chance now, perhaps, we do not know, 
maybe it will later, but, if we invoke 
cloture, they are dead. 

Mr. HATCH. I believe this amend
ment is germane. 

Mr. PROXMIRE. Then the Senator 
ought to lay it aside until we have a clo
ture vote. 

Mr. HATCH. The reason--
Mr. LONG. If the Senator's amend

ment is germane--
Mr. HATCH. It is. 
Mr. LONG (continuing) . And if it is 

one of those things that might result in 
extended debate, it is to the Senator's 
advantage to wait, and after cloture is 
voted to bring it up, because then there 
will be a limitation, only 1 hour for every 
Senator. 

Mr. HATCH. I do not believe it will 
result in extended debate. But it is a 
complex amendment and difficult to 
understand. 

If cloture is invoked, I may not have 
the time that I need to explain the 
amendment. 

Mr. LONG. Every Senator has an hour. 
Obviously, they cannot yield their hour, 
but the Senator can give somebody 
something in writing and they can look 
at it and see what it is all about. Most 
Senators do not stay ant'. listen to a 
whole hour of conversation about some
one's amendment anyhow. If the Sena
tor hopes to get the Senators to stay here 
while he talks for an hour, he is doing 
pretty well. , 

Mr. HATCH. I will do this. I have a 
number of other, I think, less contro
versial amendments. I will be happy to 
call those up. That wil.l take less time, 
and I will cooperate with the distin
guished manager of the bill. 

I call up an amendment at this time. 
Mr. MUSKIE. Mr. President, will the 

Senator yield? 
Mr. LONG. Mr. President, I hope that 

the present occupant of the Chair will 
try to pass the matter around and give 
Senators a chance to get to their amend
ments before the Senate prior to the 
nongermane amendments, before we 
vot~ on cloture; because those who have 
the nongermane amendments really 
should have their amendments before us 
before we vote on cloture. 

The PRESIDING OFFICER. The time 
this morning is under the control of the 
Senator from Louisiana and the Senator 
from Maine; the Senator from Wyoming 
(Mr. HANSEN) has 30 minutes. No one 
can bring up anything unless time is 
yielded by one of the three Senators 
named. 

Mr. HATCH. Mr. President, will the 
Senator from Wyoming yield to me? 

The PRESIDING OFFICER. Does the 
Senator from Louisiana yield to the Sen
ator from Maine at this point? 

Mr. LONG. I will yield the floor at this 
time. 

Mr. MUSKIE. I do not need to use the 
Senator's time. I would like a couple 
of minutes of my own time. 

The PRESIDING OFFICER. The Sen
ator from Maine is recognized on his 
own time. 

Mr. MUSKIE. Mr. President, I should 

like to make the point that the :first 
cloture vote will determine whether or 
not issues such as suns.et, the Humphrey
Ha wkins bill, and other nongermane 
amendments-I do not know what others 
there are-can be considered and voted 
on later. So this morning this time 
should be used to the extent that the 
proponents and opponents of those 
amendments desire to use it, to fully 
expose that issue. 

If cloture is voted on the first cloture 
motion, those nongermane amendments 
are out. The Glenn amendment is out. 
The sunset amendment is out. The Hwn
phrey-Hawkins bill is out. 

It seems to me that we have a right 
to make our case this morning, to the 
extent we need the time to do so; and 
I certainly have no desire to use a great 
deal of time, but I think that should be 
the first order of business this morning. 

If we do not wish to debate those non
germane amendments, then I, for one, 
would be willing to yield to sponsors of 
other amendments, for their considera
tion. But I think it is understood that we 
gave up time on Saturday afternoon and 
evening so that germane amendments 
could be called up and disposed of, and 
we now should consider these nonger
mane amendments. 

The opponents of sunset complained 
all morning Saturday that they were 
not given time to debate sunset. The Sen
ator from Wyoming was given a spe
cial order of 30 minutes to debate it. I 
would like to see that debate go for
ward. I do not know how much of that 
30 minutes he plans to use, but he 
certainly is entitled to use all of it, and 
probably more than that, to discuss his 
view of the Glenn amendment or the 
sunset amendment. I have no objection 
to that. I came here this morning to 
listen. That is what he wanted me to do 
on Saturday, so I am here to listen. 

I assume that then there will be some 
response to the arguments he makes, and 
there should be. But the issue to decide 
with respect to the first cloture motion 
is whether or not these nongermane 
amendments should be driven off the 
floor, in effect, so that we can discuss 
the tax bill and the germane amend
ments. That is a legitimate issue. 

I am not going to use any more time 
now. I just wanted to make that clear. 
That is why I am here this morning. If 
those interested in these amendments 
wish to use time I control for germane 
amendments, I will be happy to con
sider those, especially if they do not take 
too much time. That is my view of what 
we should be doing this morning. 

I reserve the remainder of my time. 
Mr. NELSON addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LONG. Mr. President, how much 

time remains on both sides? 
The PRESIDING OFFICER. The Sen

ator from Maine has 96 minutes remain
ing. The Senator from Louisiana has 89 
minutes remaining. The Senator from 
Wyoming has 30 minutes remaining. 

Mr. LONG. Mr. President, I think it 
would be appropriate that the Senator 
from Louisiana should make an opening 
statement, and it need not be lengthy, 
to explain my view. I would want to say 
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it again when there are more Senators 
in the Chamber, but I at least could 
make my position clear for the record. 
Then, when we come near the conclusion 
and have Senators here, I would like the 
same thing again, perhaps in some dif
ferent words. 

Senator "Bert" Wheeler used to say 
that any Senator had to expect to make 
the same speech twice if he wanted most 
Senators to hear it, and that was when 
they had better attendance than today. 

I will be glad to state my position 
briefly about this matter. 

Mr. NELSON. Mr President, I should 
like to propound a question to the dis
tinguished Senator from Louisiana. 

I would like to propound a unanimous
consent request that I be given 2 min
utes, not out of the time of either side, 
to dispose of a matter that passed the 
House, involving two wilderness areas in 
Wisconsin, which I withheld talking up 
on Friday night because there were ger
mane amendments by a dozen Senators 
who wanted to take them up. 

This matter is unobjected to by either 
side. Senator HANSEN is here, and we 
could dispose of it in 2 minutes if I could 
have the time. · 

Mr. MUSKIE. Mr. President, I yield 2 
minutes to the Senator, if Senator LoNG 
is willing to yield the floor. 

Mr. LONG. I will speak for a few min
utes, and then I will yield the floor. 

Mr. President, it does not help in 
passing any bill and to add more contro
versy to a bill that already has a lot of 
controversy. There is a tremendous 
amount of controversy in the bill we 
have right now. . 

We are confronted with the possibility 
of a Presidential veto. We know that is 
being discussed. It has been discussed on 
television, on the talk shows, with the 
Vice President. Cabinet officers are talk
ing about it. 

We know that we have issues that could 
result in a deadlock between the Senate 
and the House of Representatives, but 
we are optimistic that we can get a bill 
as far as the President's desk. However, 
whether we can get a bill there that he 
will sign is an entirely different matter. 

In addition, amendments are being 
proposed that would have some strenu
ous opposition. There are people so 
strongly opposed to some of them that 
even though they would vote for the bill 
the way it is now, if you add those con
troversial amendments, they will vote 
against it. 

If you are going to pass a bill that has 
a lot of controversy already, you should 
leave out matters that are not germane 
to the bill, which bring in still mo.re con
troversy. 

With all the controversy that is in this 
bUI, one could say, "Here is our chance to 
pass the sunset bill, so let's pass the sun
set bill." From the Muskie standpoint, 
I think a majority of Senators would 
vote for it, but some may be strongly 
opposed. So that would lose some votes. 

Also, I doubt whether the Glenn 
amendment could get a majority of votes. 
If we learn more about it and have a 
chance to study this matter, and when 
the business community gets to under
stand it better, and when the people in 
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the charitable organizations and the 
State and local governments understand 
what the Glenn amendment means a lot 
better than they understand it now, 
there will be much more opposition to 
tl)e Glenn amendment. 

So, frankly, if that amendment were 
to be added to the bill, that would reduce 
further the possibility that this bill could 
be passed. 

1 

Then, let us take the Humphrey
Hawkins bill. That has a lot of appeal in 
labor cir_cles and in liberal circles. In 
conservative circles, it is anathema. They 
are violently opposed to the Humphrey
Hawkins bill. Many of us are generally 
for the concept but have not had an 
opportunity to study the details, so we 
will not be ready to vote on it for awhile. 

If Humphrey-Hawkins is added, I as
sume it could get a majority vote by 
people who are in favor of the idea, but 
some people are violently opposed to it, 
and they would be against the bill. They 
would vote against the whole bill if 
Humphrey-Hawkins is added to it. 

Then comes the textile quota matter. 
I suppose the only reason we do not have 
the textile quota hanging here as an 
amendment is that it is already blocked 
out by sunset and Humphrey-Hawkins. 

One is added as an amendment to the 
committee bill; the other, an amend
ment to the House bill. So they are 
blocked out on both sides. That being the 
case, the textile quota cannot be added 
right now. 

So, as in the case of the threat of the 
Presidential veto, this is a threat in its 
own right by very dedicated opposition 
of people who pursue the free trade 
concept. 

All right. Then add the hospital cost 
containment bill. Once again that has 
some strong support, and it has some 
strong opposition, depending upon 
whether you take the administration ap
proach, the Kennedy approach, or the 
Talmadge approach. But in any event, 
whichever approach you take, there will 
be opposition to that. So if you add that 
on top of it, it is just like hitting a ship, 
that is already fully loaded, with four 
torpedoes. 

We had that type situation happen to 
the Export-Import Bank. It got hit in the 
bow, you might say, by the textile amend
ment. Then it got hit in the stern by an
other torpedo which was the waterway 
amendment. It was set up ready to be 
hit amidship by the Glenn amendment, 
but unfortunately it went to the bottom 
before the Glenn amendment could 
reach the target. The Glenn amendment 
was turned around and now it is being 
offered on the tax bill. · 

Mr. President, if all the Senators want 
to do is just torpedo this bill, that is easy 
enough to do. All they have to do is just 
insist that everything around here that 
someone wishes to pass between now and 
the time Congress adjourns should be 
added. 

I have a .nominee myself, Mr. Presi
dent, if we are going to add all these 
irrelevant bills, knowing the bill will not 
go anywhere, but knowing we can tell 
the people back home that we did our 
damndest to do something. I want my 
Sugar Act on here. It has been reported 

out of the Finance Committee. And we 
are outraged that the administration 
does not understand the plight of the 
sugar farmer. 

I want someone to go get that Sugar 
Act right now and make it available to 
me, so if it is going to be torpedoed with 
everything else we will torpedo it with 
the Sugar Act, which we will let go when 
all the other acts hit the target. 

Mr. GLENN. Mr. President, will the 
Senator yield for a comment on all the 
torpedoes that are coming around this 
morning? 

Mr. LONG. The Senator may comment 
on his torpedo, the Glenn amendment. 

Mr. GLENN. I am glad to. 
With regard to the torpedo that I am 

alleged to have fired into this particular 
tax bill, I will say that I would have been 
happy to have fought this battle on an
other sea or another ocean and at an
other time. 

I remind the distinguished chairman 
of the Finance Committee that we had 
this pending amendment before his com
mittee since March '1977, but have been 
unable to get any action on it. So, I indi
cate that we would have been glad to 
have had this as a little skirmish in a 
harbor someplace rather than in the full 
range naval battle terms in which the 
distinguished Senator frames the dis
cussion this morning. 

Mr. LONG. I would have been de
lighted to have had unanimous consent 
that the Glenn amendment be the third 
torpedo on the Export-Import Bank bill, 
had I known we could have settled for 
that, that the Senator would be willing 
to fire his torpedo into that ship and let 
the ship go down to the bottom of the 
ocean with it and get on to other mat
ters. Unfortunately, it looked at that 
point that although his torepdo might 
hit the ship, the ship might continue to 
sail to some harbor, and that being the 
case, we could not afford to take that 
chance. 

If we are going to pass this bill, Mr. 
President, we are going to have to have a 
rule of germaneness both to reduce the 
number of amendments that can be of
fered and to limit the scope of the bill 
and to reduce the amount ·of time Sen
ators can spend speaking on these mat
ters. If we cannot get cloture invoked 
today, we will have to come back and try 
again because we cannot permit this tax 
bill to be held hostage for everything that 
has a possibility of mustering a majority 
vote here in the Senate, everything that 
someone has left that he wants to get 
done before Congress goes home. 

Furthermore, Mr. President, there is 
one other possibility that we have not 
covered as to why we should invoke clo
ture, and that is an approach that used 
to be used by my own father when he 
was a Member of this body back in 1932 
and 1933. A single Senator can have an 
amendment that· cannot even command 
a majority vote and that Senator could 
stand up here and filibuster, and take the 
view that he is not going to let the bill 
be passed and let that bill go by unless 
the Senate puts on there something he 
thinks important to a lot of people in 
the country. 

Mr. HART. Mr. President, will the Sen
ator yield for a parliamentary inqury? 
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Mr. LONG. I yield . . 
Mr. HART. Mr. President, a parlia

mentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HART. Mr. President, is the Sen

ator from Colorado correct that vote will 
occur at 2 p.m. on cloture? 

The PRESIDING OFFICER. The 
Chair will advise the Senator is not cor
rect, that the vote on cloture will occur 
at 3 p.m. and wha,t will occur at 2 p.m. 
is an hour of debate on the conference 
report that will commence at that time. 

Mr. STEVENS. That is not correct . . 
The PRESIDING OFFICER. The 

Chair.has been readvised and, therefore, 
must change what he said a moment ago. 
The vote on cloture will occur at 4 p.m. 
and not before that and prior to that 
there are votes scheduled at 3: 20 p.m. 
on the Heinz amendment. 

Mr. HART. A further parliamentary 
inquiry, Mr. President. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HART. The Senator from Colo
rado has a major amendment upon 
which he has worked for a considerable 
number of months that is germane to 
the tax bill. The inquiry is that if clo
ture is invoked at 4 p.m., will it be the 
case that the germane amendment of
ferred by the Senator from Colorado will 
be limited to 1 hour of debate? 

The PRESIDING OFFICER. The Chair 
is advised that if the cloture vote should 
succeed, if cloture should b;e invoked, all 
Senators from that point on will .have 1 
hour of time for all amendments that 
they might offer, or use on one amend
ment, or any other remarks they wish 
to make after that 1 hour. 

Mr. HART. Therefore, if cloture is in
voked at 4 p.m., any Senator having a 
germane amendment or a series of ger
mane amendments, or who wishes to 
debate on any elements of the pending 
legislation; namely the tax bill, the total 
time for any of those purposes will be 
limited to 1 hour; is that correct? 

The PRESIDING OFFICER. That is 
the understanding of the Chair. 

Mr. HART. I thank the Chair. 
Mr. STEVENS. Mr. President, will the 

Senator yield to me on one question 
about this bill? 

Mr. LONG. I yield. 
Mr. STEVENS. My understanding is 

that we now face the problem of non
germane amendments. We have the 
'Muskie sunset bill, of which I am a co
sponsor, incidentally. We have the 
Humphrey-Hawkins bill coming from 
the Senator from Wisconsin. We have 
the Glenn version of the tax expenditure 
sunset coming along. Just how can those 
survive a tax conference? What is the 
expertise and the ways and means in 
those areas? Why should we not find 
some way to limit this bill so it is ·not 
going to be a Christmas tree on the broad 
spectrum of any legislation at this time? 
Why should this bill be held hostage? 
This, I understood, was the key bill to
ward our adjournment on October 14. 
These other issues can stand or fall on 
their own. 

I support the bill of the Senator from 
- Maine. But it could be offered to another 

bill. There are other bills that are going 

to pass here, I might say, that are not 
so controversial and do not in and ·of 
themselves have to have cloture. 

I wish to know: Is there anything the 
Senator knows we can do to get this tax 
bill to the point where we might be able 
to vote on tax issues and bring the Amer
ican people the tax relief that we think 
they need? 

Mr. LONG. What you have to do when 
you have a lot of major controversial 
bills left at the end of a Congress, what 
you have to do, is pass one and then pass 
the other one·, and then pass the other 
one instead of having controversy on top 
of controversy on top of controversy. 

I neglected to mention one of the 
other items. I thought we had finally 
worked out this thing about user charges 
on the waterways. I thought we had so 
far as Mr. DOMENIC I was concerned, and 
I thought we had as far as I was con
ce:rned. But an additional problem arose 
that has to do with environmental mat
ters in the courts, how long the judge 
might take and decide the environmental 
aspect of it. That has caused the Sen
ator from Missouri to want to take an
other look at it and to review all that. 

The point about all this is, the Senator 
will recall how long we took debating the 
waterway legislation, the tolls on the 
waterways, and locks and Dam · 26. Well, 
now that should be resolved. But I do 
not think we would try to resolve it on 
this bill. We ought to ·put that on some 
other bill, and we will. But the idea of 
piling it all on top of this one bill makes 
one suspect that those who are doing 
it are not really interested in passing the 
tax cut bill at all because if you really 
wanted to pass it, it seems to me, you 
ought to keep the tax cut bill directed 
toward the controversies involved in 
taxes. 

Mr. NELSON. Mr. President, will the 
Senator yield? 

Mr. LONG. Yes. 
Mr. NELSON. Two of the nongermane 

amendments on the bill the Senator from 
Wisconsin did offer, one of them on 
Saturday and another one the day before, 
I believe. 

I agree with the distinguished Senator 
from Louisiana and the distinguished 
Senator from Alaska. The only reason I 
offered these two nongertnane amend
ments was that there is no other way to 
get them considered. The Humphrey
Ha wkins bill had been reported from the 
Human Resources Committee months 
ago. Hospital cost containments have 
been having hearings, consideration, for 
a year and a half. I would be prepared to 
vote cloture with an understanding that 
there be a bill on the floor or two bills on 
which we can offer Humphrey-Hawkins, 
another one hospital cost containments, 
agree to a time limitation, take them off 
this bill and get a vote on it. I would be 
very· happy to do that. 

But if we are foreclosed from getting 
them before the Senate under any other 
circumstances, there is no alternative, 
and I regret that very much. But I want 
it understood that this Senator stands 
ready to pull down these two amend
ments and agree to a time limitation on 
any two other bills that anybody can 
bring up. 

There are some bills from the Finance 
Committee, small ones, and I want the 

Senator to know that I am prepared to 
do it any · minute and, in fact, if there 
cannot be a time limitation on Hum
phrey-Hawkins, I would still be prepared 
to pull it down to give us a chance to de
bate and vote on the question of cloture. 

Mr. STEVENS. Mr. President, will the 
Senator yield to me for just 1 more 
second? 

Mr. LONG. Yes. 
Mr. STEVENS. Let me again say-it 

is asking my good friend from Wiscon
sin a question through the Senator from 
Louisiana. Why should not some of us 
who have some legislation we would like 
to get off the books start doing it? I 
would like to get that Gun Control Act 
off the books. It has been an impediment 
to the people in my State for a long time. 
If you want to take up this Senate for a 
long time, we will start doing it. There 
is no place to do it. The people of the 
United States deserve this tax cut, and 
you are going to get us in position where 
all of the people who are opposed to some 
of the things the Senator is suggesting 
are going to join· together and defeat 
this tax bill. That should not happen. 

I ask the Senator is it not true that 
there are other bills coming through 
here that have equal priority? There is 
no reason why Humphrey-Hawkins, and 
sunset, and all the rest of them, have 
to be on this bill. There are other bills 
going to be called up this week that have 
equal priority and are going to be de
bated, and they are not subject to any 
germaneness rule either until there is a 
time agreement. 

I think to say that only the tax bill 
can take nongermane riders and nothing 
else at this stage of the Senate is wrong. 
Does not the Senator agree with that? 
There are bills coming after this one. 
We could get this one to the President in 
clean shape, as I understand it. There 
will be a tough time getting it signed 
just as it is. 

Mr. LONG. Well, Mr. President, I 
would hope I can vote for the Hum
phrey-Hawkins bill. I must confess there 
is a lot in the bill I just do not under
stand. I have not had a chance to study 
it and do justice to it. I do not know 
whether I can vote for it right now. 
Maybe I will have to vote for some 
amendments first. 

But as I understand, I know I am for 
the purpose of the Humphrey-Hawkins 
bill. All right. I would like to vote for 
something to advance that purpose. So 
knowing all the details I would like to 
vote for something like that. 

But on the principle of whether we are 
going to take the view that we are going 
to hold this bill hostage for the Hum
phrey-Hawkins bill or for the textile 
quota bill or for the waterway user bill, 
which I am strongly for, or for the Sugar 
Act or e dozen other .worthwhile legis
lative proposals that have merit in vary
ing degrees, whether you are going to 
hold this bill up for all these things is a 
decision the Senate wants to make. 

If that is what you want to do, the 
leadership ought to just come to the com
mittee chairman and ask that he lay this 
bill aside. And we will just lay it aside 
and then we will just go and consider 
these other measures, and then I will 
come back to the tax bill. 

Mr. MUSKIE. Will the Senator yield? 
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Mr. LONG. I yield. 
Mr. MUSKIE. Mr. President, I under

stand the Senator's argument fully. I do 
not think there is a Senator on this floor 
who would push for this orderly proce
dure harder than I. I have spoken in 
large measure for the budget process. I 
tried to protect its orderly procedure. 
I tried to push it for sunset, and sunset is 
designed to bring this orderly procedure 
about. 

I tried the nice-guy route, may I say 
to the Senator. I waited for 3 years to 
get a vote on sunset, 3 years, and in 
bringing sunset to the floor on this bill 
this is the first time I have gotten close 
to getting Senate consideration of sun
set during that entire period. 

Now, that is orderly procedure. I do 
not like to be offering it to the tax bill. 
I tried earlier, within the last 2 weeks, 
to get it on the Export-Import Bank bill-. 
I tried to get a time agreement, to vote 
on it. But nobody would agree, so we 
sank the bill. 

I am all for the Senator and his argu
ment for orderly procedure. But the sug
gestion that nongermane items are more 
controversial than germane items to the 
tax bill is a thesis that I thoroughly re- . 
ject. This tax bill came out out of the 
committee with roughly $1.4 billion of 
room left in it for the energy tax bill, 
another high tax bill. There have been 
over 14 amendments adopted that have 
completely used up that $1.4 billion; ger
mane amendments that have completely 
used up that $1.4 billion. 

These amendments have been put into 
the bill with minimal first year costs, but 
when you look at future year costs there 
is a great deal of controversy with the 
germane items that have been added to 
this bill. And, the Senator knows this. 

When the Senator from Alaska sug
gests that it is only nongermane amend
ments that make tax bills Christmas 
trees, I cannot believe he has been around 
here for the last 10 years. Tax bills have 
been Christmas trees because of germane 
amendments, not because of non
germane amendments. 

To suggest that some of these 
germane amendments we have adopted, 
that have chewed up that $1.4 billion 
of room, are more important than sun
set or Humphrey-Hawkins is a laugh
able argument. It is not that everybody 
will support Humphrey-Hawkins or sun
set. I have a list of the other amend
ments here. There is none that is as im
portant as these two nongermane items. 

I understand the Senator from Louisi
ana's frustration, and I sympathize with 
him fully, and he knows that. As a mat
ter of fact, we have sort of a strange 
partnership going on with respect to this 
tax bill; we are going to try to keep it 
fiscally responsible. I enjoy working in 
harness with him on it. But the real issue 
on the first cloture amendment--and 
the Senator has stated it--is whether 
or not the Senate wants to consider 
these nongermane amendments. The 
Senator from Louisiana, the chairman 
of the Finance Committee, has made the 
only argument which, as floor manager 
of this bill, he ought to make, because he 
is protecting his legislative vehicle. 
· But, on the other hand, while we will 
not persuade the Senator from Louisiana 
those of us who believe strongly in some 

of these other issues are going to make 
another argument to the Senate as a 
whole; let us have a chance to vote on 
these other important matters, because 
really there is not any practical other 
route available to us. 

I have searched for another route on 
sunset for 3 years, and never have been 
able to find one, being a nice guy, and 
now I am going to try to make this one 
an effective route. The Senator under
stands that is my purpose, and that we 
are in disagreement about it, but that 
is the issue on the first cloture vote. 

I hope that Senators are sufficiently 
interested in the high priority nature of 
sunset so that they will say, "Let us at 
least vote on it one way or the other." 

If we vote on it and the Senate adopts 
it, I have such confidence in the confer
ence capability of the Senator from Loui
siana that if the Senate supports sunset 
strongly enough, he will defend the Sen
ate's position; urge the House, perhaps 
to take the issue to the House floor for 
a vote up or down, but we will get rid of 
it, either adopt it or get rid of it. That is 
all I ask, that kind of assurance. 

Mr. GLENN. Mr. President, will the 
Senator yield further? 

Mr. LONG. Mr. President, I ask that 
the Senator's statement be charged 
against his time. · · 

Mr. MUSKIE. Yes, take it out of my 
time. 

Mr. NELSON. Mr. President, the Sen
ate is not in order. I cannot hear the 
Senator .from Louisiana. 

The PRESIDING OFFICER. The Sen
ate will be in order. 

Mr. GLENN. Will the Senator yield? 
Mr. MUSKIE. I yield to the Senator 

from Ohio. 
Mr. GLENN. Yes, just a couple of min

utes. 
I think all this concern about time this 

morning, and how pressed we are, is very 
touching. It touches my heart, because 
the Senator will recall that almost 2 days 
ag-o I sat with him and offered, on my 
amendment, to have only 15 minutes of 
discussion, and vote, and let the Senate 
work its will on the matter, and he re
fused to do that. 

So, to make our point, we held the floor 
and discussed it, and the opposition re
ceived time this morning to do the same, 
but I would say the delay has not been 
of my making. I tried to get the distin
guished chairman to agree to a time limit 
and a vote, and I offered at one time to 
agree to 15 minutes, and we would have 
been done with it. 

We have gone on for a day and a half 
now on this, and as I say, the delay 
touches me deeply. But I cannot be too 
sympathetic, because we could have had 
this matter debated, voted on, and com
pleted a long time ago. 

Mr. LONG. Yes, but the Senator should 
have had more introduction. Let me ask 
the Senator from Ohio a question, be
cause it is not fully clear to me. Let me 
ask the Senator a question that I hope 
will clarify a point about his amendment. 

Mr. GLENN. On your time, now. I was 
on Senator MusKrE's time. 

Mr. LONG. All right, on my time. Let 
me ask the Senator this question: Let us 
assume we are just talking about the 
charitable contribution. As I understand, 
it was--

Mr. GLENN. Senator, my amendment 
does not address the charitable contri
bution. My amendment sets up a proce
dure by which these tax incentives and 
credits will be reviewed, and nothing 
more. 

Mr. LONG. But I have this book here
! know, this Senator understands that, 
but let me get this straight. This book 
is entitled "Tax Expenditures," and 
charitable contributions are ref erred to 
as a tax expenditure. 

If we pass this bill, and we go through 
all the procedures the Senator is talking 
about, at some time we hope to pass 
some bill. 

Now, suppose we pass a bill and it says 
that the-as I understand it, a procedure 
was clearly contemplated, as I read it, 
that the congressional budget office and 
the Finance Committee and the Senate 
ought to review this as falling, in fact, 
within the definition of a tax expendi
ture. So at some point, we pass a reso
lution--

Mr. GLENN. Those groups would set 
up a list of things that 'fall into those 
categories, tax incentives and tax ex
penditures, and that would be subject to 
recommendation by the Finance Com
mittee. 

Mr. LONG. I would take it that 
charitable contributions would be either 
on the resolution or not on the resolu
tion. 

Mr. GLENN. It would be listed as 
either a tax expenditure or a tax incen
tive. 

Mr. LONG. All right. May we assume 
it would be listed as a tax expenditure? 

Mr. GLENN. Under the totality of 
that, yes. 

Mr. LONG. All right. If it is listed as 
a tax expenditure, and it goes on down 
to the White House, and the President 
signs the bill--

Mr. GLENN. Wait; there are a couple 
of steps in between there, if the Senator 
does not mind. 

The Finance Committee, when the list 
is submitted, can choose particularly 
good tax incentives that they know peo
ple would agree on, and put them in an 
exempted list, that would not even come 
under the procedure. Home mortgage 
interest, the veterans benefits Senator 
TALMADGE mentioned, and things like 
that could go on an exempted list, that 
we would just agree to continue as· they 
are. The rest of them could go through 
the scrutiny in a neutral process, to see 
whether they should be raised, left the 
way they are, or "sunsetted." The Sen
ate would pass on it, it would go to the 
House, and if they · passed on it, after 
that, the reauthorization then would go 
to the President. 

I just wanted to get these interim 
steps before we got this thing clear down 
Pennsylvania Avenue. 

Mr. LONG. All right. Just so I will un
derstand it better, then, the Senate has 
a right to instruct the Finance Commit
tee? 

Mr. GLENN. The Senate would have 
the right to approve or disapprove the 
position the Finance Committee took, as 
on all other legislation-as on this tax 
bill we have before us right now, for 
example. 

Mr. LONG. All right. So the Senator 
is not talking about the right of the Fi-
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nance Committee to put something on or 
take it off; you are talking about the 
Senate. 

Mr. GLENN. I do not think the Sen
ate would ever give carte blanche to the 
chairman of the Finance Committee. I 
do not think anybody would agree to 
that. 

Mr. LONG. Well, some may and some 
may not. If some Senators bought 
that--

Mr. GLENN. Would the Senator re
peat that, please? I am not sure I heard 
him correctly. 

Mr. LONG. Assuming there might be 
somebody in this country who might 
have more confidence in the Finance 
Committee than in the Senate as a whole, 
assuming that might be the case. I think 
we should keep in mind that it is the 
Senate. that makes the decision, not the 
committee. A committee can recommend 
something to the Senate, but the Senate 
makes the decision, is that not correct? 

Mr. GLENN. Certainly. 
Mr. LONG. And that would be true on 

the Senator's amendment? 
Mr. GLENN. Certainly. I thought the 

Senator said something else a minute 
ago. Go ahead. 

Mr. LONG. All right. Now, just let us 
assume that this matter of charitable 
contributions, then, is on the list of tax 
expenditures as it goes down to the Pres
ident, and the President signs the bill. 
Then I would take it that this, then, 
would be one of the items that would 
expire after 10 years unless reenacted; 
would that be correct? 

Mr. GLENN. I would say if something 
is not included for reauthorization after 
the Senate Finance Committee has scru
tinized it and made their recommenda
tion to the Senate, the Senate has worked 
its will on it, and said whether it will 
or will not be reauthorized; if the com
mittee brought one out that the Senate 
decides is a tax loophole, or not accom
plishing what it is supposed to, or it is 
draining off tax dollars, and everyone 
else is paying higher taxes because of 
that, if they in their wisdom decide not 
to go along with it, and to terminate 
that exemption, it would be terminated. 

That is just like any other law, appro
priation. authorization, or whatever. 

Mr. LONG. Yes. I think I understand. 
So now those items that would be on the 
list, assuming it would go to the Presi
dent-I can assume that, is that correct? 

Mr. GLENN. After having run through 
all this other process I outlined, yes. 

Mr. LONG. Like any other law. 
Mr. GLENN. Pardon? 
Mr. LONG. Like any other law; they 

all go down to the President to be signed. 
Mr. GLENN. Yes. 
Mr. LONG. Then after the President 

signed it, assuming that would be the 
charitable contribution, it would then be 
terminated every _10 years, is that the--

Mr. GLENN. It would run through the 
same process of review and reauthoriza
tion every 10 years, and I might add that 
charitable contributions, instead of being 
deductible, might well not be reauthor
ized by the Senate and the House of Rep
resentatives, or they could be raised to an 
even higher deduction than they are now, 
because the review process is neutral. The 

amendment says that every 10 years tax 
incentives and credits will be reviewed to 
see whether they are accomplishing the 
purpose for which they were originally 
intended. 

Mr. LONG. What I am getting at is, if 
that is one of the items of tax ex
penditures and incentives, it goes down to 
the President and is signed into law, then 
it has to go through this review process 
every 1 O years? 

Mr. GLENN. It has to go through and 
either be retained or terminated, that is 
correct. 

Mr. LONG. All right. Let us assume for 
the sake of argument that this is an item 
that the majority of the Senate does not 
see fit to list as a tax expenditu_re; what 
happens to it then? 

Mr. GLENN. You mean on the original 
list made up by the Congressional Budget 
Office, the ·senate Finance Committee, 
and their counterparts in the House, if it 
is not on the list of tax incentives and tax 
credits now? You mean if it is not in
cluded on that? 

Mr. LONG. Let us just assume that 
Congress believes that an item is not a 
good tax incentive, but the President, 
there might be one of those he regards as 
a good tax incentive, and therefore, if 
this occurred, it would have been left off 
the list, and therefore it would--

Mr. GLENN. And it went to the Presi
dent for signature? 

Mr. LONG. And, therefore, that this 
so-called good tax expenditure would be 
left off by the Senate, left off by the 
House, and, therefore, would never go to 
the White House to be signed. 

Mr. GLENN. I would say if the bill ar
rived on the President's desk without 
that included, I would ·have to logically 
assume, and I am certain the Senator 
would agree with me, it would have first 
had to be turned down by the Senate 
Finance Committee, or if they approved 
it would have had to be turned down 
by a vote in the Senate, with the same 
procedure in the House. If it had been 
turned down by the Senate, only then 
would it go to the President once it had 
worked out with the House, of course, 
for the President's signature. I cannot 
envision that the particular tax incen
tive or credit the · Senator mentions 
would go through without being in
cluded. In the original instance where 
we considered those things the Finance 
Committee could even recommend the 
Senate's setting that off to one side so it 
is not even considered on the subsequent 
year review periods. There are all sorts 
of protections in here for the good tax 
incentives and good tax credits that I 
am sure the Senator and I both would 
agree should be continued. 

Mr. LONG. Assuming that the chari
table contribution, then, was not in the 
bill that went down to the President, 
that it was left out, and that it was taken 
out because the Senate thought the 
charitable contribution should continue 
and should not be made subject to the 
10-year process, if they thought that to 
be the case and they left it out over here, 
and if the House left it out on the House 
side, so that the bill the President signed 
did not include that in the bill, what 
would then be the case? 

Mr. GLENN. What the Senator is say-

ing is that the Congress, both Houses, 
will have jointly decided and had a rec
ord rollcall vote on it, probably, in both 
Houses, that that particular tax incen
tive or tax credit was not in the best in
terests of the people of this country and 
the whole Congress had turned it down. 
Then it would not be on the list going 
to the President, that is correct. I would 
say if the Congress debates that particu
lar issue and decides it should not go to 
the President, I cannot see how it would 
not have been adequately considered at 
that point. This would not have been left 
off anybody's list. It would have been 
duly considered at that point and de
cided positively it would not go on the 
list. But it would be a positive action one 
way or the other on that particular issue 
by the Congress. That would be the only 
way it would not go on the list. If the 
Finance Committee had originally set it 
aside or had made other recommenda
tions to the Senate, it would be a con
gressional action going to the President. 

Mr. LONG. It seems to me it is only 
confusing the matter to talk about what 
the Ways and Means Committee does in 
a case like 'that. We are . talking about 
what the House does and what the Sen
ate does. If the House and Senate send a 
resolution without charitable contribu
tions in it, I am asking the Senator if 
that would then mean that for the pur
poses of the Senator's bill the charitable 
contribution would remain the same as it 
is now, that it is in the law and that it ' 
proceeds to remain a part of the law, 
quite apart from the automatic termina
tion or automatic renewal features of the 
bill? 

Mr. GLENN. The only way that would 
not be included would be if the Finance I 

Committee considered this and made : 
their recommendation here that chari
table contributions be cut out complete- . 
ly, and if the Senate concurred in that : 
and if the House concurred in that, or if · 
the Finance Committee said we should 
keep them in and the Senate and House : 
overrode that and said, "No, they are do
ing such a lousy job, we will not keep 
them in." 

It will take a positive act of Congress 
before that would not be in the bill goini;? 
to the President. 

Mr. LONG. Suppose the resolution got 
bogged down in so much controversy, 
somewhat like the bill we have here now, 
that it did not pass at all. What would 
happen then? 
· Mr. GLENN. I would say that the first 
thing that could happen when this was 
considered, if we had one that is as good 
as the one the Senator is using as an ex
ample this morning, is that it would 
probably be exempted and put on the 
exempt list in the first place. So it prob
ably would not come up for this 10-year 
review. 

But if in 10 years, if sometime during 
that cycle, this is not reauthorized, only 
then would it terminate. It seems to me 
that if our duties here are to be taken 
so frivolously that we do not pass this 
and do not make any continuing resolu
tion if we got into a time bind, and we 
do not take the action required as Con
gress has required itself to do in many 
other tax areas-all we are doing is ex-
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panding what is already done in many gress are responsible enough to take ac-
instances in the Finance Committee and tion on this, too. · 
the senate by previous law anvway-only (Mrs. HUMPHREY assumed the 
in that instance would any of these ter- chair.) 
minate if not on the exempt list and if Mr. LONG. Madam President, if the 
we fail to take action. I have faith Senator wants to say other things, I sug
enough in the senate and this Govern- gest he say them on the time for the 
ment to think we will take action on Glenn amendment and not on the time 
those as we do every year on authorizing against it. 
and appropriating bills. Mr. GLENN. I will charge that 2 min-

Mr. LONG. Mr. President, the Sena- utes against Senator MusKIE's amend
tor's answer is so lengthy that I do not ment. 
understand it. Mr. LONG. It seems to me that the 

Let me try to get it down to something Senator has spent all of his time talk
where we can have a categorical answer. · ing about the part of the bait that con
Let us assume that when we talk about ceals the hook. We have heard no con
charitable contributions, somebody says, '" versation about the hook that is inside 
"Well, if a person is going to make the the bait. That is what the fish are inter
contribution to his own private founda- ested in, the hook, not the bait. He has 
tion, that part of it should not be con- spent all the time talking about the bait. 
tinued." That would be a lower priority, If all he was looking at was the bait 
I would take it, than where someone gives on the hook, he would not touch the 
to the church and fully separates him- bait. He would stay away from the bait 
self from the money forever. because of the hook inside of it. 

Then suppose with regard to the capi- There is the hook. The Senator :finally 
tal gains, they would say, "But not capi- got around to telling us about the hook 
tal gains on timber." hidden inside the bait. The hook is that 

And suppose because of controversial with regard to any one of these contro
items like that which did not have as versial items in the area of tax expendi
much support as some of the others in tures, unless we pass a bill by a majority 
the tax expenditure area it got the Sen- vote through the Senate and the House 
ate so completely bogged down in con- and the President signs it into law, they 
troversy that the resolution never did all expire. That is the point. So if one 
get down to the President, the Senate wants to prevent-that is if one wants 
just could not agree on it. Some were the charitable contributi~n. the whole 
willing to vote for one thing and some thing, to expire, all he wants to do is 
willing to vote for another, but by the prevent us from sending a bill down to 
time they got through the resolution be signed by the President that would 
never did get to the President and never permit it to continue. Even if it does get 
was signed. would that mean that the down there and the President vetoes it at 
tax expenditures would terminate or not that ·point, it would not take anything 
terminate? . more than one-third of either House, 

Mr. GLENN. The Senator's question is plus one Senator or plus one House Mem
longer than the answer I gave previously ber, and that wculd be the end of that 
that he criticized me for. ·particular deduction or credit until it is 

Mr. LONG. Previously, the Senator's renewed by law. 
answer. was ~o l~mg I could not under- The Senator ought to be able to an-
stand it. Tlus time the answer can be swer that one categorically, yes or no. 
shorter. Is that right or not? 

MI:· GLENN. Theo~~ way this. wou~d Mr. GLENN. Will the Senator repeat 
termmate would be if it had failed m his question? 
running the. gauntlet at any one of those · Mr. LONG. It is very simple: Assuming 
~tep~ I O?tlined ~ few momen~ ago. If that we were not able to pass a bill that 
1t failed m the Finance Co~mittee and said anything about a charitable contri
th.e Sen~te backed up th~ Finance Com- bution, that said anything about capital 
~ttee, if the Sen~te on its ow~ perhaps gains or these other controversial items, 
d1sregarde~ the Finance Committee. rec- assuming that we were not able to pass it 
ommen?ati~n an~ vot.ed to termmate and that we were not able to enact it, 
somet1?-mg bk~ this, or Just chose to take would they all expire? 
no action on it at all, then the Senator . . 
is right, it would terminate. But I would Mr. GLENN. If we ~ail to P~ it, ~f 
submit-the Senator wants my answer. course, they would expire .. ~d if ~e fall 
Does he want it or not? to pass a defense appropriations bill, we 

do not have a Defense Department. If we 
Mr. LONG. The Senator has answered. fail to pass an appropriations bill for the 
Mr. GLENN. We do the same thing on civil service employees in Government 

appropriations every year and we act they fail also. But this Senate and t~ 
responsibly in this area. What do we Congress and this Government are not 
d~ with defense? We come down to the going to be that irresponsible. 
wire o~ defense. . Mr. LONG. Well, Madam President, the 

Mr .. LONG. You ~nally answered it. Senator has answered the question. The 
That 1S what I am trymg to get. point is that the people of this country 

Mr. GLENN. The Senator is trying to are not worried about the procedure, they 
lead this whole discussion as he has in are worried about the tax. I do not know 
the last couple of days, into areas which why we have had all this talk about the 
do not deal with this amendment he procedure when the fact is after we get 
brings up, if we do not do things. I would through all this, if we do not pass an act 
say what if we do not appropriate money of Congress, to be signed by the Presi
for defense next year? We are respon- dent, then the charitable contribution 
sible enough that we do appropriate expires, the capital gains expires, a tax 
funds. This Government and this Con- then goes on the interest on State and 

local bonds and all these other so-called 
tax ·expenditures. That is the hook that 
is hidden inside the bait. ~hat is why, 
when people understand the hook is 
there, they are not going to touch the 
bait. 

The bait sounds good, yes, until you 
:find out about the hook. The hook is 
that--

Mr. GLENN. Will the Senator yield for 
a question? 

Mr. LONG. Not at this point. The hook 
in all this is that if the Glenn amend
ment becomes law with regard to any 
controversial item or, for that matter, 
any good item that is in the tax expendi
ture area, they all expire. $140 billion 
worth of taxes goes on the American 
people uruess we can pass a bill through 
Congress, signed by the President, that 
would permit these tax expenditures to 
continue. Now, that is why it should not 
be passed, that is why it ought to be 
studied at great length. 

I yield the floor. 
Mr. GLENN. Will the Senator yield for 

a question? 
Mr. LONG. I am glad to yield the floor, 

but I yield time. 
Mr. MUSKIE. I yield such time as the 

Senator requires. 
Mr. GLENN. Is it not true that if the 

present tax bill we have on the floor does 
not pass, the investment tax credit goes 
back to 7 percent instead of its current 
temporary 10 percent? 

Mr. LONG. After 1980. 
Mr. GLENN. But it would revert, it 

would go back. 
Mr. LONG. After 1980. 
Mr. GLENN. If we do not do anything 

on this bill. 
Mr. LONG. The 7 percent would not 

expire. 
Mr. GLENN. Is it not also true that tax 

rates on individuals in this country 
would not be the same if we do not pass 
this tax bill? They would change? 

Mr. LONG. There was a·temporary ex
tension that would require, yes. 

Mr. GLENN. All right, then. The Sen
ate is going to be responsible enough one 
way or the other to get this through 
and the Senate is going to be responsible 
enough to see that a review process on 
which taxes in this country would be 
changed will be passed. Right now, they 
are not reviewed. We lost, in 1~71. $52 
billion in Federal revenue to tax incen
tives and tax credits. I would probably 
support most of those tax incentives and 
tax credits, but right now, there is no 
process for reviewing them. They have 
gone up until, this year, we lose $124 
billion. The figures from the Congres
sional Budget Office are that by 1983, 5 
years from now, it will be $187 billion. 

All this bill does, the only thing it 
does, is say we set up an orderly review 
process under the sunset bill to review 
these things, things that now are just 
not reviewed on any systematic, orderly 
basis. 

Over on the expenditure side, on the 
appropriations side, we reviewed these, 
most items, on a~ annual two-track sys
tem, the authorization system of the 
committees and the appropriations sys
tem that we have here. So they are re
viewed yearly. Yet we somehow enact a 
tax incentive and a tax credit and the 
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argument of the Senator is that it just 
goes on in perpetuity, forever, should 
never be d1sturbed, should never be 
reconsidered on any systematic basis. 
That just defies rationality. 

All of these things that were brought 
up in the last couple of days about what 
this will do to veterans, what this will 
do to poor old women and things like 
that. I would not vote to do away with 
those tax credits but I think they cer
tainly should fall under some review 
process. Perhaps in that review process, 
they would be increased instead of de
creased because they are doing such a 
good job. Right now, there is no review 
process in existence. That is all this 
amendment does, try to set up a review 
process on a systematic basis. That is all 
it does. · 

Mr. LONG. When the Senator says 
that is all it does, he is talking about the 
bait that conceals the hook. Let us talk 
about something else it does that he did 
not mention when he said that. 

In the event he is not able to pass a 
bill and have it signed by the President 
to say that any one of these so-called tax 
expenditures, be it the consideration that 
exists for disabled veterans, the consid
eration for the aged people, the consid
eration of a couple with regard to the 
interest on their home--any one of those 
things-they all expire. They all come 
to an end. You trigger about a $150 bil
lion tax increase that has never existed 
before. That is a point he has not talked 
about. That is the hook inside the bait. 

Mr. GLENN. Since we are on my 
time--

Mr. LONG. The Senator has spent less 
time talking about the hook inside the 
bait than talking about the bait, for some 
reason. 

Mr. GLENN. Since the Senator is on 
my time--

Mr. LONG. Senator, I am not going to 
yield. 

Mr. GLENN. We are on my time, 
Madam President. 

Mr. LONG. Who has the floor, Madam 
President? · 

The PRESIDING OFFICER. The Sen
ator from Maine has yielded to the Sen
ator from Ohio. 

Mr. LONG. I am sorry, I did not think 
I was talking on his time. 

· Mr. GLENN. I thought my reply was 
on his time a moment ago. That is why 
I want to find out what the time is now. 

The PRESIDIP{G OFFICER. The Sen
ator from Maine has 86 minutes. The 
Senator from Louisiana has 57 minutes, 
and the Senator from Wyoming has 30. 

· Who yields time? 
Mr. BAYH. Will the Senator from 

Louisiana yield me 1 minute to ask a 
question about procedure? 

Mr. MELCIIER. Will the Senator yield 
to me 2 minutes after that? 

Mr. LONG. My side is short on time. 
Mr. BAYH. I want to ask the chairman 

a question, as well as the Senator from 
Ohio· and the Senator from Maine. I 
understand the time structure as far as 
the vote on the bigger issue before us is 
that it is likely that some of us who have 
amendments which are not nearly so 
consequential as those being debated here 
might have the opportunity, in a matter 

of 5 or 6 minutes, to present one of those 
issues for consideration of the Senate. 
I do not want to interfere if that is going 
to be contrary to the desires of those who 
are pursuing the more significant amend
ments. 

Mr. MUSKIE. If I may reply to the 
Senator for myself, I do not plan to take 
very much time except later on, because 
some things have been said that I ought 
to respond to. The Senator from Ohio 
needs a couple of minutes right now. 

As I understand the opposition to the 
Senate amendments, the Senator from 
Wyoming has 30 minutes and he argued· 
very strongly for it on Saturday so he 
could make his case against the sunset 
amendments. When that is concluded, it 
would seem to me there is ample time to 
discuss some other amendments. But I 
think we will have to wait. 

Mr. LONG. I should think we ought to 
yield some of our time to consider other 
amendments. I think that is proper. 

Mr. MUSKIE. I would agree with that. 
I just want to be sure the Senator from 
Wyoming uses his time, because he ar
gued so vigorously he felt we cut him 
off on Saturday that I told him I would 
be here to listen to him. He was given 30 
minutes to do that. I hope also that, when 
he is :finished, we would have not too 
much time, put a reasonable amount of 
time to respond to the arguments he 
makes. Aside from that, I think there 
ought to be some time for other amend
ments, germane amendments, . if some
thing comes up. 

Mr. HANSEN. Madam President, if I 
may be permitted to speak, let me yield 
myself 1 minute to say that I have lis
tened to the arguments by the Senator 
from Maine and the Senator from Ohio 
for some time. 

I have 30 minutes that has been 
yielded to me and, if the Senator from 
Maine anticipates the compelling logic of 
my arguments to be sufficiently persua
sive as to warrant his responding to 
them, he better save a little time on his 
own. 

Mr. MUSKIE. That is all I am saying. 
I have always found the Senator's argu
ments so persuasive that we have not al
ways agreed. 

Mr. GLENN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Ohio. 
Mr. GLENN. Madam President, I have 

been yielded 2 minutes to respond to the 
last comments by the Senator from 
Louisiana. He was making the point that 
we were taking the chance of decreas
ing veterans' benefits, homeowners' ben
efits, benefits for the elderly, on this. 

While I do not agree with the likeli
hood of those things happening, our 
present means of operation, our present 
method of operation in the U.S. Senate 
and in the Congress, by not reviewing 
these things, that veterans and the elder
ly anq. the homeowners also run the more 
likelihood of their benefits not being in
creased, also because they rarely, if ever, 
get reviewed. 

I would submit that a regular review 
process designed as a review, if we find 
those particular benefits are good and 
working well and doing the job for which 
they were intended, they, in fact. should 

be increased, and I would probably sup
port that. Where they were at the 
proper level, they should probably re
main there. Where they are not doing 
the job, they are terminated, sunsetted, 
in that respect they get back whatever 
that reduction in overall revenue was 
from that particular item that benefited 
a small group of people in this country 
for a particular purpose. 

As a result of returning that to the 
Treasury, we wind up with all the people 
of this country having to pay less taxes 
than they do right now. 

So this is not a tax increase bill, it is a 
tax decrease bill by making our tax sys
tem more efficient. 

I yield back to the Senator from 
Maine. 

Mr. MUSKIE. Madam President. I 
think, if the Senator from Wyoming is 
going to take his time--

Mr. HANSEN addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Wyoming. 
Mr. HANSEN. Madam President, I 

would like to yield 5 minlutes to the dis
tinguished junior Senator from Utah. 

UP AMENDMENT NO. 2031 

(Purpose: To reinstate the tax treatment 
with respect to annuity contracts with 
reserves based on a segregated account as 
they existed prior to the issuance of Rev
enue Ruling 77-85. To reaffirm existing law 
as upheld by U.S. District Court against 
illegal IRS ruling 77-85, an IRS ruling 
which unilaterally overturned 70 consis
tent IRS rulings over a decade and remade 
tax law without the consent of Congress 
and in the fact of opposition of the Con
gress) 

Mr. HATCH. Madam President, I have 
waited, I have yielded to other colleagues, 
and I have granted the floor. Frankly, my 
amendment is not all that profound. It is 
just very important because it rights a 
tremendous injustice. 

So, with the 5 minutes of the distin
guished Senator from Wyoming which 
was yielded to me, I call up my unprinted 
amendment which is at the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Utah (Mr. HATCH), for 
himself, Mr. SCHWEIKER, and Mr. TOWER, pro
pm~es an unprinted amendment numbered 
2031. 

The amendment is as follows: 
At the end of the bill add the following 

new section: 
SEC. .That in the case of annuity con

tracts which have related amounts based on 
a segregated asset account, the tax treatment 
of such contracts under section 61 of the In
ternal Revenue Code of 1954 ( defining gross 
income) and section 80l(g) (1) (B) of such 
Code (relating to contracts with reserves 
based on a segregated asset accoun_t) shall be 
determined-

( I) without regard to Revenue Ruling 77-
85 (and without regard to any other regula
tion, ruling, or decision reaching the same 
result as, or a result simllar to, the result 
set forth in such Revenue rullng); and 

(2) with full regard to the rules in effect 
before Revenue Ruling 77-85. 

Mr. HATCH. Madam President, I do 
not intend to fully debate ~his amend
ment at this time. I am just calling it up. 
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I ask for the yeas and nays on my 
amendment at this time. 

Mr. LONG. On whose time does that 
come? 

Mr. HATCH. Senator HANSEN'S tiine. 
Mr. HANSEN addressed the Chair. 
The PRESIDING OFFICER. The vote 

cannot come unless time is yielded for it. 
Mr. HANSEN. Well, I am happy for 

the Senator to be able to bring up his 
amendment, Madam President. I do not 
know how many demands there may be 
upon me for time, for those who may 
share my convictions, but I wanted to 
yield 5 minutes to the Senator from Utah 
and then, after another 15 minutes for 
a rollcall, that is two-thirds of it, and I 
do not want to do that right now. 

Mr. HATCH. Let me withdraw my re
quest for the yeas and nays at this point, 
but let me say that--

Mr. NELSON. Would the'Senator from 
Utah allow me to make a request? 

Last Friday, now, and then about an 
hour ago, I asked if I could have 2 min
utes on a nongermane matter, cleared on 
both sides. Senator MusKIE said he would 
give me 2 minutes. I wonder if the Sena
tor from Utah would permit me to make 
a unanimous-consent request respecting 
two areas in the national forest in my 
State that has been cleared by Sena
tor HANSEN and both sides? 

Mr. HATCH. If Senator HANSEN has 
no objection. 

Mr. HANSEN. On whose time? 
Mr. NELSO'T. Senator MUSKIE-I ask 

unanimous consent that 2 minutes not 
be taken out of anybody's time. 

Mr. HANSEN. Fine. 
The PRESIDING OFFICER. The 

time has to come-
Mr. HANSEN. I yield l, if Senator 

MUSKIE yields 1. 
Mr. MUSKIE. All right. 
Mr. NELSON. I thank the Senator 

from Utah. 
WILDERNESS LANDS, WISCONSIN 

Mr. NELSON. Madam President, I ask 
unanimous consent that the Energy and 
Natural Resou:rces Committee be dis
charged from 'further consideration of 
H.R. 12264, a bill to designate Black
jack Springs and Whisker Lake, two 
areas of the Nicolet National Forest as 
wilderness, and that the bill be placed 
before the Senate. 

Let me say, the committee, Senator 
HANSEN and Senator JACKSON, approved. 
It has passed the House of Representa
tives. 

Mr. METZENBAUM. Madam Presi
dent, reserving th right to object, and I 
do not intend to object, if the Senator 
from Wisconsin will allow me, is there 
anvthing else in that bill, by amendment 
or otherwise, other than a matter of des
ignating the two areas in Wisconsin? 

Mr. NELSON. That is all. Two areas 
that have been heard on both sides, and 
by the House, embody just that national 
forest. 

Mr. METZENBAUM. No amendments. 
Mr. HANSEN. With the understand

ing that there is no amendment to it, it 
has been cleared on this side. I have no 
objection. 

I reserve the remainder of my time. 
Mr. NELSON. The Parliamentarian 

advises me he does not have a copy· of the 
bill at hand. I guess I will just withhold 
until they get it. 

Mr. HANSEN. Let it be noted it has 
been cleared on both sides. 

Mr. NELSON. But we would still have 
to act on it and the Parliamentarian does 
not have a copy of the bill at hand. That 
is my fault. 

Could I just yield back and get 15 
seconds later on? 

Mr. HANSEN. Yes. 
Mr. HATCH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Utah. 
Mr. HATCH. Madam President, a par

liamentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HATCH. Has my amendment been 

read? 
The PRESIDING OFFICER. The 

amendment has been reported. 
Mr. HATCH. It has been reported. 
Madam President, this amendment 

would stop the ms from what I con
sider to be officious conduct. 

After giving 70 rulings in the invest
ment annuity area and having whole in
dustries rely upon what has been done, 
they turn right around admitting they 
do not understand the implications of 
all they are doing and disrupt the whole 
industry. 

This amendment stops them from do
ing that without the consent of Congress. 
. I think, from that standpoint, it is a 
very important amendment. 

I will not ask for the yeas and nays at 
this time; I do not intend to ask for the 
yeas and nays. Butt want this amend
ment up, to have it on the record if clo
ture is not invoked, then I want to be 
able to debate it, which probably is not 
germane, before the next cloture vote 
occurs. 

HATCH AMENDMENT TO FINANCE COMMITl'EE 
TAX BILL (INVESTMENT ANNUITY) 

Madam President, I wish to present a 
specific matter that is important to the 
authority and integrity of the United 
States Senate and to the laws of this 
country. It is a matter of tax law, but, 
more importantly, also a matter of who 
makes the law. The Internal Revenue 
Service has in a specific instance usurped 
that authority in the face of opposition 
of the United States Senate, a United 
States District Court decision and the 
expressed will of the House Committee 
on Ways and Means. 

Last year the United States Senate 
clearly indicated by a vote of 57-26 that 
it did not intend for the ms to change 
tax policy in this specific matter with
out consultation with the Congress. The 
ms has demonstrated its contempt for 
the Senate by proceeding to remake tax 
laws without consulting with us and in 
the face of our opposition. They have 
called our bluff and are betting that 
Senators are too preoccupied with nu
merous narrow constituency interests to 
defend the authority and integrity of the 
Senate itself. 

The specific matter at hand is one 
that pertains to the issuance of revenue 
ruling 77-85 by the ms on March 9, 
1977. This ruling reversed over 70 con-

sistent public and private rulings that 
cover a timespan of more than a dec
ade. These rulings pertain to an innova
tive form of variable annuity called the 
investment annuity. 

On April 29, 1977, the United States 
Senate expressed its will that "this rul
ing be delayed for a period of 1 year to 
give Congress-which should make the 
change if a change is to be made-an 
opportunity to check into this matter 
and see what's involved." 

When the expression of the Senate's 
will proved insufficient to deter the ms• 
immediate effectuation of Revenue Rul
ing 77-85, the Treasury and IRS were 
sued for arbitrary, capricious, and il
legal acts. On November 9, 1977, the 
United States District Court, District of 
Columbia, declared the IRS action in 
issuing Revenue Ruling 77-85 to be il
legal, unreasonable, ignorant of the law, 
and that the ms had usurped the pow
ers of Congress. 

When this very strong expression of 
the court's will also proved insufficient 
to deter the ms and Treasury from 
continuing their illegal acts, the House 
Committee on Ways and Means ex
pressed its will on April 17, 1978, that the 
tax treatment of the investment annu
ity must be reinstated to that which had 
existed prior to the ms issuance of its 
illegal Revenue Ruling 77-85. 

All these expressions of the will of 
Congress and the court have been, and 
continue to be, ignored by the Treasury 
and the ms simply because Congress 
generally, and the Senate specifically, 
are so lax in insisting that it is Con
gress that writes the laws and not an 
unelected and unaccountable bureauc
racy. 

I will retrace some of the factual steps 
of this sordid affair-an affair that 
shows the arrogance with which bureau
crats remade the law. I retrace these 
steps because they reveal the way Con
gress laws are twisted, broken, and re
made by bureaucrats who are apparently 
accountable to no one. 

Such acts in this case have not only 
strangled an innovative industry to the 
detriment of our Nation's citizens' well
being. They also constitute a document
able case showing the impunity with 
which bureaucrats thumb their noses at 
Congress and the courts, and provide 
misleading, unfair, and incomplete in
formation to the Congress. We have here 
a case in which the Treasury either at
tempted to deliberately mislead the Con
gress or acted in ignorance of the law
neither of which can be acceptable nor 
tolerable to the Senate. 

Congress must certainly insist upon 
competence, completeness, and fairness 
in the dealings of the ms and the 
Treasury before Congress, as well as in 
their administering the laws of our land 
on behalf of our citizens. 

In 1962 Congress revised the Internal 
Revenue Code to provide for the "seg
regated accounts" of life insurers in the 
underwriting of variable annuities. The 
law is clear, it has not been changed in 
any relevant way to this very date. 

In 1963 following several years of ex
tensive study, a ·new life insurer was 
formed to underwrite variable annuities 
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that delegated <within prescribed limits 
set by the insurer) the investment man
agement of its segregated acconnts to 
each policyowner. This was an appropri
ate, legal, and reasonable step to pro
vide a better annuity for the American 
public. For brand and corporate identifi
cation purposes this innovative variable 
annuity later became known as the in
vestment annuity and is often referred 
to in trade jargon as the "wrap-aronnd 
annuity." 

In 1963 appropriate tax rulings for the 
policyowner and the taxpayer were re
quested of the National Office of the In
ternal Revenue Service. The Internal 
Revenue Service recognized from the 
start that this innovative variable an
nuity involved the delegation of broadly 
limited investment management to the 
policyholder. 

In 1965, after 2 years of intensive study 
by all relevant departments of the IRS, 
including the Chief Counsel's office, the 
ms insisted that the variable annuity 
was fully in conformity with the law and 
issued clear rulings to that effect. From 
that point forward until 1976, over a full 
decade, the IRS consistently reaffirmed 
its original, basic decision over 70 times 
in both public and private rulings that 
covered a wide variety of applications of 
this variable annuity in different mar
kets and for different groups · and 
individuals. 

In 1976 the IRS stopped issuing favor
able rulings and the following events 
ensued: 

1976: Naturally, being concerned by 
the stoppage of favorable rulings to in
dividuals and other insurers who . were 
attracted to this mode of annuity nnder
writing, the industry started m&.king in
quiries of the IRS in the late spring of 
1976. The IRS responded that they were 
reviewing their position but would ·not 
state why or how; nor would they meet 
with members of the industry to discuss 
their considerations. Finally, due to ex
ternal pressure, including inquiries from 
Members of Congress, the IRS called for 
a meeting of interested parties in late 
September of 1976 in order that these 
invitees might listen to the IRS articu
late its position as it was then being 
formulated over the past several months. 

At a standing-room-only meeting at 
the IRS offices the IRS spokesman pro
ceeded to describe their views. After 
only perhaps 3 to 5 minutes, _the assem
bled industry professionals thought they 
might be in the wrong room because the 
spokesman made no sense at all. Finally, 
an industry representative interrupted 
the spokesman and pointed out that, 
after all, the so-called investment an
nuity was only a variable annuity and 
that the IRS had insisted upon this fact 
in 1965 after 2 years of very thorough 
study and had issued over 70 rulings to 
that effect since 1965. The IRS spokes
man's response was: "What's a variable 
annuity? I'm not familiar with variable 
annuities!" The assembled industry 
professionals almost fell off their chairs 
from such a shocking display of IRS un
conscionable ignorance of the subject 
matter. 

The IRS senior officials recovered their 

composure and asked the industry attor- The PRESIDING OFFICER. Without 
neys to prepare a "statement of the objection, it is so ordered. 
facts" albeit the IRS had had full facts (See exhibit 1.) 
on the so-called investment annuity Mr. HATCH. Mr. ·President, concur-
from 1963, and had issued over 70 public rently with these bizarre events many 
and private rulings thereafter. During Congressmen were informed by con
that 13-year period 0963-1976) neither cemed insurers, agents, and policyhold
the facts nor the relevant law had ers of the irrational and highly question-
changed one iota. · able acts of the Internal Revenue Service. 

The "statement of facts" was prepared As a result of this broad-based protest 
in a few days and delivered to the IRS. many Congressmen contacted the IRS 
Such facts were summarily ignored as and Treasury and asked for an explana
refiected by the following events: tion because after over a decade and over 

In late October 1976 (just a relatively 70 IRS rulings, the investment annuity 
few days after the 1976 Revenue Act had had become imbued with the force of law. 
been completed) , the IRS issued a news Members of Congress expressed the view 
release stating that they were reconsid- that Congress should be consulted before 
ering their position on investment an- the IRS unilaterally changed tax law. 
nuities and requested interested parties Two of these letters were introduced 
to supply responses to three questions into the CONGRESSIONAL RECORD last year 
that the IRS considered to be signif- when the Senate voted to overturn the 
icantly relevant to their reconsideration. IRS ruling by a vote of 57 to 26. Shortly 

All insurers then offering the invest- before the IRS issuance of revenue ruling 
ment annuity combined forces to furnish 77-85, Senators CURTIS and TOWER 
one complete and thorough brief to save wrote a strong letter to Secretary Blu
the Government and the industry both menthal "registering" their "strong op
time and money. Every question posed position" to the possible reversal of the 
by the IRS was fully answered and clear- IRS' long-standing ruling based upon 
ly showed the legal, actuarial and indus- their "further strong position that when 
try practice correctness and appropriate- such rulings are reaffirmed over such a 
ness of the IRS historic position estab- lengthy period of time as in excess of a 
lished in 1965 and reaffirmed over 70 decade they become imbued with the 
times by subsequent IRS public and pri- force of law and must not be changed 
vate rulings. Even the former Chief except for the expressed direction of 
Actuary of the Internal Revenue Service Congress pursuant to the legislative 
certified to t~e correctness of relevant process." This strong and wise counsel 
portions of the industry brief. was ignored by the Treasury. 

The IRS never permitted any discus- Again, shortly after Revenue Ruling 
sions with the industry as to its posi- 77-85 was issued but before it was pub
tion on the substance and correctness lished, Chairman LONG of the Senate 
of the industry brief. Finance Committee together with Sena-

The industry was informed in early tors RIBICOFF, CURTIS, HANSEN, and BENT
March 1977 that the IRS was prepared SEN of that committee expressed their I 
to issue a revenue ruling that reversed "urgent request" of the Treasury, that ; 
their consistent position since 1965. the "IRS def er publication and applica- ' 

At about this time the chairman of tion of Revenue Ruling 77-85 for 90 days ' 
one of the insurers involved received in or until Congress could consider a pro
the mail from an anonymous source a posal to postpone application of such 
copy of an internal Treasury Depart- ruling pending the IRS's completion of 
ment memorandum addressed to the its studies of annuities and Congress has 
Secretary of the Treasury stating that had the opportunity to consider this 
the Treasury was drafting a ruling re- area." This strong letter also points out 
versal on the investment annuity. This that "sound tax administration should 
memorandum was subsequently estab- avoid the result of causing irreparable 
11shed as being authentic. harm to the investment annuity indus-

try, unless the law is clear and then cer-
Included in the memorandum that tainly not prior to the time that the 

was seeking the Secretary's approval Revenue Service has a firm position on 
was a brief description of the investment the law governing alternative areas that 
annuity upon whkh the Secretary must offer the affected taxpayers some chance 
rely. This description was grossly at o.f surviving this administrative change 
variance with the facts and omitted of longstanding IRS rulings." This 
well-known, key elements. strong, wise, and prophetic letter was ig-

The Treasury memorandum also stated · hored by the Treasury. 
that the description of the investment As another clear indication of Sena
annuity (as included in the said memo- tors' recognition of the IRS's gross abuse 
randum), had been confirmed by the in- of its unfettered, big government power 
surer of which this individual was the against helpless citizens, Senators GRA
chairman. This individual has stated that VEL, THURMOND, and MATSUNAGA intro
such confirmation is a complete lie. The duced S. 1939 on July 27, 1977, that was 
insurer immediately disclosed to the designed to remedy a problem in the ad
Treasury that it had received this memo- ministration of our tax laws which has 
randum and protested its gross distortion vexed taxpayers for many years-the pe
of relevant information in the most riodic revision of longstanding interpre
forceful manner. The insurer's very le- tations of the tax law that can produce 
gitimate complaint was shrugged off by drastic consequences. 
the Treasury. I ask unanimous consent The CONGRESSIONAL RECORD statement 
to include these relevant documents in accompanying that bill includes a de
the RECORD at the conclusion of my re- scription of the investment annuity mat
marks. ter as the classic "chamber of horrors" 
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example of IRS acts. The statement 
properly points out also that * * * "rul
ings of longstanding are relied on by tax
payers and the Service alike, and by 
virtue of their age take on the color of 
law." 

These Senators clearly and properly 
stated that what was needed was "a 
much needed correction in the balanc~ 
between the power of the Government 
and the protection of the people" and 
that "such correction would well help re
confirm that there is justice in America." 

When informed in early March 1977 
that the Treasury had approved the ms· 
reversal of tax policy, one insurer, the
one that had developed this form of an
nuity, was able to get an agreement that 
the IRS meet with them to discuss other 
forms of the variable annuity to which 
they could convert. 

At the subsequent meeting with the 
ms the insurer was shocked to learn 
that not only was the so-called invest
ment annuity form of variable annuity 
under attack, but the IRS was also con
sidering similar action against most 
other forms of variable annuities-ac
counting in total for upward of 70 per
cent of all variable annuities being sold 
in the United States. 

Pursuant to the full disclosure require
ments to its shareholders, the insurer 
prepared a news release reflecting these 
incredulous events. The news release was 
first shown to the ms to be certain that 
the facts stated therein were accurate. 
While the IRS was not pleased with such 
a pronouncement, it did find the news 
release to be an accurate reflection of its 
statements. 

When the news release was sub
sequently presented to the Treasury for 
its clearance of the facts, the Treasury 
violently objected by stating that the ms 
views on these variable annuities were 
confidential and that a public disclosure 
of this information would result in the 
denial to the insurer of the good offices 
of the Treasury in this matter. A revised 
news release acceptable to the Treasury 
and acceptable to the insurer was then 
issued. 

It is appropriate to observe that vir
tually every other variable annuity being 
offered to the public by any other insurer 
has been offered without any IRS rulings 
whatsoever in view of the fact that the 
law was so clear. The investment annuity 
is the only one that had IRS rulings
and over 70 of them stretched out over 
more than a decade--and it was the so
called investment annuity that was being 
killed, and no disclosure was permitted 
concerning the IRS' views on the others. 

During the meetings with the ms that 
led to the insurer's news release, the in
surer inquired of the ~S specialists deal
ing with this specific annuity matter as 
to just how the annuity benefits would 
be taxed to the policyowner-after ben
efits commenced-under the ruling re
versal procedures the IRS was imposing. 
The IRS' presumed expert, after some 
hestitation and profound silence, re
sponded with a counter question-"tell 
me again, how do these things work?" 
Here we would seem to have a case of 
the IRS destroying a product and an in-

dustry on the basis of subject-matter 
ignorance plus nothing but some vague 
notions about "tax reform." 

The next subject on the ms agenda 
at those meetings was the so-called 
"grandfathering" of existing policyown
ers. The ms was insisting that "grand
fathering" would not be permitted. Here, 
in -this instance, tens of thousands of pol
icyholders had purchased investment an
nuities based upon the cumulative pow
er of over 70 consistent ms public and 
private rulings, and the IRS wanted to 
deny these policyowners their rights un
der the contracts they had purchased. 
This would have been a legal nightmare 
that was totally inappropriate. 

The IRS kept insisting that the in
surer force existing policyholders to con
vert their investment annuities to some 
other form of variable annuity that was 
"acceptable" to them. And, when it was 
pointed out to the IRS by the insurer 
that the IRS could not assure the insurer 
as to what other form of viable variable 
annuities would· be acceptable to them
the IRS told the insurer that that was 
their problem, not the ms·. What ar
rogance! Obviously, the IRS thinks that 
it is unaccountable to anyone. We seem 
to have here the case of another rogue 
agency out of control. 

Finally, in desperation for the rights 
of the policyholders, the insurer wound 
up in a table-thumping Saturday morn
ing session in the Treasury with ms rep
resentatives present, where it was finally 
agreed by the Assistant Secretary for Tax 
Policy that the "grandfathering" of ex
isting policyholders would be permitted. 
To this day the Treasury and the IRS 
keep telling people that they did the 
insurer and the industry a great favor by 
their magnanimous act in "grandfather
ing." But the IRS has not been deterred 
by the U.S. Senate or, according to the 
U.S. District Court, by tax law itself from 
illegally wiping out an innovative indus
try created in the public's interest. 

Soon after the Saturday morning ses
sion with the Treasury, the insurer's at
torneys had another meeting with the 
Treasury to pursue another relevant 
position relating to a recently issued 
Supreme Court decision that should per
suade the Treasury to hold off on issuing 
a ruling reversal. This proper request was 
equally unsuccessful, but the Treasury 
indicated that the investment annuity 
was but the first of the variable annuities 
slated to be wiped out, with others fol- . 
lowing in a year or so. Obviously, all of 
this arrogant action was expected to take 
place via bureaucratic flat and salami
slicing tactics without consulting Con
gress. 

On March 9, 1977, the Internal Reve
-nue Service issued revenue rule 77-85 
that wiped out the investment annuity 
industry. 

Shortly after the issuance of revenue 
ruling 77.:..85, the 1977 Tax Reduction and 
Simplification Act was debated by the 
Senate. The late Senator Jim Allen of 
Alabama, a member of the Judiciary 
Committee, upon becoming aware of this 
grave injustice perpetrated by the ms 
and the Treasury, introduced an amend
ment to the tax bill that would def er the 

effective date of the revenue ruling for 
1 year in order to give Congress the 
opportunity to . consider the matter. An 
entirely reasonable proposition. Many 
Senators supported Mr. Allen on the floor 
of the Senate and some of the letters by 
Senators to the Treasury protesting its 
actions, such as those cited above from 
Senators LoNG, CURTIS, and others were 
inserted into the CONGRESSIONAL RECORD. 

The Senate vote was a very strong vote 
of 57 to 26 against the ms on the invest
ment annuity matter. Naturally, the 
matter was then included in the items for 
consideration by the conference commit
tee. There, as the result of Treasury lob
bying and misstatements of fact-such 
as claiming that the Service had reversed 
its ruling on the prior October 20, 1976, 
and that the insurers had continued sell
ing without notifying purchasers, and 
that the Senate's entirely fair "one-year 
deferral" was a "fire sale arrangement" -
the investment annuity amendment was 
"traded away." In actuality, the only 
"fire sale" was the disastrous effect on in
vestment annuity employees, agents, 
policyowners, and shareholders. 

After being traded away in conference 
committee, one insurer thereupon sued 
the Treasury and the Internal Revenue 
Service for arbitrary, capricious, and 
illegal acts. The resulting U.S. District 
Court, District of Columbia, decision 
issued on November 9, 1977, after many 
months of thorough court deliberation, is 
as set forth below. The court did not just 
rule against the IRS, it denounced the 
ms. 

The U.S. District Court, District of 
Columbia, declared in its memorandum 
opinion on this matter as follows: 

Revenue ruling 77-85 is an erroneous and 
unreasonable interpretation of the Internal 
Revenue Code, and, in view of this fact that 
substantial deference to the Agency's exper
tise is not warranted by the facts of the case, 
the court will declare the. ruling to be un
lawful and beyond the Service's statutory 
autht>rity. 

Revenue ruling 77-85 is unlawful and be
yond the service's statutory authority in 
that its determination that the policyowner, 
rather than the Issuing life insurance com
pany, is the owner of the Investment an
nuity custodial account assets is erroneous 
and unreasonable. 

The service's decision in revenue ruling 
77-85 was not contemporaneous with the en
actment of section 80l(g) (1) (B), does not 
reflect a long-standing agency position, and 
is Inconsistent with earlier pronouncements 
and even one subsequent announcement, of 
the agency. Accordingly, substantial defer
ence to the service's expertise is unwarranted 
in the instant case. 

Substantial deference to the service's ex
pertise is also unwarranted because the serv
ice was Improperly motivated by considera
tions of tax reform when it issued revenue 
ruling 77-85. 

These court declarations are remark
able indeed. In plain language, the 
court's strong decision not only declared 
the Treasury and the IRS' acts as being 
illegal, unreasonable, and beyond their 
statutory authority; it has also declared 
that such actions were improperly moti
vated by considerations of tax reform 
which is Congress business, and that 
substantial deference to the Service's 
expertise is unwarranted. In plain Ian-
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guage, the court declared that the IRS 
and the Treasury circumvented the tax 
law deliberately and that their claimed 
perspective of the tax law is absurd. The 
court is ref erring to the actions of the 
regulatory authorities charged with 
the responsibility of administering the 
tax laws of Congress. 

Permit me now to comment upon cer
tain relevant and revealing events that 
took place during the court proceedings. 

Every conceivable and inconceivable 
argument was presented to the court by 
the IRS and Treasury to defend its posi
tion. These arguments ranged from try
ing to cite "alleged abuses" of the law 
by the insurer by citing newspaper ad
vertisements that stressed the invest
ment -annuities' tax deferral aspects
which is true of all annuities and cash 
value life insurance, and theories of 
"grantor trusts" that they claimed sup
ported the IRS position, but which the 
judge actually found to support the in
surer's position. The judge even inquired 
of the defendants to tell him more about 
alleged abuses because he was inter
ested, and the defendants backed off. 

In the middle of the arguments on the 
merits of the IRS' position the insurer 
discovered that the IRS had just issued 
a ruling to a competing insurer that 
permitted said competitor to enter the 
very same investment annuity business 
that the IRS had shut all other insurers 
out of. Upon being informed of this in
credulous IRS action, the judge sent a 
U.S. Marsha.I to the Commissioner of 
Internal · Revenue to immediately pre
sent his demand for a full explanation. 
The explanation provided was that the 
IRS had made a "procedural error" and 
of course, the judge did not buy that. 

On two different occasions the judge 
requested two different Justice Depart
ment attorneys arguing this case for 
their IRS and Treasury client to "take 
off their hats" as advocates for their 
client and to stand before the judge as 
an officer of the court and to state their 
views_ as to the merits of · their clients' 
positions. Both attorneys could not re-

. spond. The judge repeatedly stated to 
the defendants' lawyers that as an ad
ministrative body the IRS and Treasury 
had the duty to be fair, to be fair, to be 
fair. Fairness to the law-abiding victim 
in this matter was never in evidence. 

With the issuance of the court's clear 
and unequivocaJ decision, the court also 
stated that it was its "confident assump- . 
tion that the defendants will proceed 
~ppropriately, in good faith, and in a 
manner fully consistent with the declar
atory relief granted herein without the 
coercion of a court order.'' The ms and 
Treasury flatly rejected such a "con
fident assumption" and stated that they 
would "appeal", and if they should win 
their appeal they would tax retroactively 
any interim investment annuity pur
chaser. This "appeal" killed any possi
bility of renewing sales in spite of the 
strong court victory. 

As a direct result of this bureaucratic 
"dragging out" process that enjoys no 
bounds upon time and money since both 
come from the public trough, the Eng
lish majority owners of the suing insurer 
ran up the white flag, accepted a lig_uida-

tion value bid for the insurance company 
"shell" and headed back to England 
shaking their heads at the way the IRS 
and Treasury run roughshod over th~ 
American people, the courts, and the 
U.S. Senate itself. 

As a result of this gross travesty of 
justice, over 4,500 agents and employees 
of just one insurer lost their ability to 
make a living from the company and 
had to start over elsewhere. The in
surer's shareholders took a staggering 
loss of over $20 million directly attrib
uted to these court-adjudged ignorant, 
illegal, and unreasonable actions of the 
IRS and Treasury. Other insurers, of 
course, suffered comparable tragedies. 

It can be stated in all fairness that 
following the court's decision the Justice 
Department utilized its good offices to 
set up meetings with the IRS to see if 
any accommodation could be worked out 
with the IRS to pennit the insurer who 
won the suit to weather the appeal 
hiatus. These meetings failed because 
the IRS and Treasury would have none 
of it. They knew full well that the in
surer would be farced to its knees and 
liquidated if no accommodation was 
reached. And they thus achieved their 
goal by the brutal exercise of power un
constrained by law. 

With that conclud-ing travesty of reg
ulatory fairness, the insurance company 
was sold. And the shareholders thereof 
suffered over a $20 million loss directly 
attributable to the illegal, unreasonable, 
unfair acts of the IRS and Treasury. But 
these irregularities of the IRS and 
Treasury do not stop there. Permit me 
'to continue. 

In its acts to protect the interests of 
their policyholders, the innovative in
surer arranged that the bulk of its $380,-
900,000 of variable annuity reserves 
would be reinsured with another insurer. 
.Again, an irriational, unaccountable act 
of the IRS transpired that cost the in
surer $2 million. 

This arose because the reinsurance 
treaty that was consummated between 
the insurer and another company was 
subject to a separate IRS ruling on that 
specific matter. There was nothing un
usual about the structure of the reinsur
ance arrangement. It was similar to 
many others on many occasions by many 
other insurers over many years. However, 
in this instance the IRS refused to pro
vide the relevant favorable ruling, be
cause it stated that it was reconsidering 
tts historic position. Thus, the expiration 
date between the insurers for the required 
IRS clearance passed without the favora
ble ruling at a cost to the insurer of $2 
million. The IRS has not yet made its 
decision on these matters, and appar
ently this delay is the result of internal 
disagreements over its new position 
within both the IRS and Treasury. And 
yet, this bureaucratic refusa:.. to honor old 
rules while they rethink possible new 
positions has cost this victimized insurer 
$2 million. 

Following the stron~ court victory in 
late 1977 that was frustrated by IRS and 
Treasury intrasigence, the matter was 
taken to the House of Representatives 
where the Ways and Means Committee 
was considering the administration's 

proposals in regards to the 1978 tax bill. 
Included in the Treasury proposals 
was a section entitled "tax shelter an
nuities" that, in short, proposed to Con
gress that the laws should be revised to 
treat all annuities sold to the general 
public in the same way that the IRS 
had ruled on the investment annuity. In 
other words, change the law such that it 
would support the IRS' illegal position. 

Competent authorities from through
out the annuity industry testified before 
the Ways and Means Committee that 
the Treasury proposal was irrational, 
uninformed, and that the Treasury's de
scriptions were misleading. Some of the 
Treasury's errors, half-truths, or mis
representations are as follows: 

In no way can any annuity flt the defined 
term of "tax shelter" and the term was used 
by the treasury solely for obvious pejorative 
purposes. 

The treasury's proposals make it seem like 
huge revenues are lost to the Government 
via annuities when, in fact, the Treasury's 
own revenue estimates show that only a $12 
m1Ilion revenue gain from their proposed 
taxation would accrue to the Government 
from the entire annuity industry in 1979, 
gradually increasing to $80 mill1on in 1983. 
The investment annuity segr.aent of that 
total can be but a. small fraction thereof. It 
can be stated also that even the $12 mil
lion entire annuity industry figure ls obvi
ously specious, because taxes a.re merely de
f erred under annuities and are recaptured 
with interest when benefits a.re ultimately 
paid out. Common sense tells us that count
ing as a loss today that which wm be repaid 
is hardly a. reasonable measurement of the 
loss to the Government, particularly when 
the repayment includes an interest element. 

In regards to the Treasury's use of the 
pejorative term "tax shelter" and the relative 
cost to the Government of tax deferral under 
annuities, including the investment annuity, 
the respected accounting firm o:! Coopers & 
Lybrand was requested to provide their pro
fessional analysis of the subject. In that re
gard the accounting firm was supplied with 
a. relevant segment of Professor Stanley 
Surrey's book entitled, Pathways To Tax 
Reform, wherein he stipulates that an ap
propriate way to compensate the Govern
ment for tax deferral would be to charge 
interest thereon. I a.s:C unanimous consent to 
include in the record a report from the re
spected accounting firm of Coopers & Ly
brand that deals with this particular 
question. 

In the Cooper · & Lybrand report appropri
ate tables clearly show that annuity taxes 
when deferred a.re recaptured by the Gov
ernment with interest. This report refers to 
Professor Stanley Surrey. Harvard law pro
fessor and former Assistant Secretary for 
Tax Policy during the Kennedy and John
son administrations. ·Much of the so-called 
"tax expenditures" theories now practiced 
by our Government reflect his persona.I 
thinking. Mr. Surrey's book entitled "Path
ways to Tax Reform" included a. chapter on 
how the Government could be appropriately 

· pa.id for granting tax deferral. The reference 
in the Coopers & Lybrand report a.re to Mr. 
Surrey's recommendations along that line. I 
cite the brief conclusions of the Coopers & 
Lybrand report. 

"In conclusion it is evident that: 
"1. Deferred annuities (including the in

vestment annuity) Ia.ck a. 'prime ingredient 
of tax shelters' namely, 'an interest-free 
loan from the Government in the a.mount 
of tax deferred.' 

"2. The existing mode of interest annuity 
taxation results in an 1nteres1; element being 
charged to that taxpayer as proposed by Mr. 
Surrey; 
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"3. In fact , under most circumstances the 

existing mode of annuity taxation provides 
more tax dollars for the Government than 
Mr. Surrey's proposals; 

"4. The existing mode of deferred annu
ity taxation is similar to the Governments 
own 'seres E' bond (unless an election is 
made to be taxed currently); 

"5. Because of the foregoing it is quite in
appropriate to lump deferred annuities (in
cluding the investment annuity) in with so
called 'tax shelters.'" 

Since Professor Stanley's "corrective 
measure" has always existed under all 
annuities, including the investment an
nuity, how can it possibly be claimed 
that an annuity is a tax shelter in the 
first place? It certainly cannot: 

The Treasury's presentations also at
tempted to convince the Congress that an 
annuity is little more than a fund that the 
policyholder has free access ·to. Competent 
authorities have always· repected that no
tion, as has Congress, over the entire history 
of the Internal Revenue Code. Many court 
cases have universally shot down the errone
ous "access to fund theory" including the 
very suit cited on page 137 of the Treas
ury's report. This was a case that the Treas
ury lost on this very point. It is truly in
credible that the Treasury report would have 
Congress believe that the "access to fund 
theory" is part of the present law when 
{A) the Treasury must know full well that 
it is not and (B) the courts have stated vigor
ously and repeatedly that this theory is for
eign to law. Such a failure to communicate 
accurately and fully to Congress appears as 
a very serious disregard of responsibility and 
fairness. It shows utter contempt for the 
U.S. Congress on the part of bureaucrats 
who have no outside check imposed on 
their power. 

The Treasury's stated "reasons for change" 
of annuity taxation are bottomed on totally 
erroneous perceptions plus an illogical and 
erroneous attack on the value of annuities. 
For example: 

It is factually incorrect for the Treasury 
to state that "traditionally, most annuity 
contracts purchased were immediate annui
ties" (i.e. those starting benefits immediately 
as contrasted with those annuities that defer 
benefits until some future date). Clear facts 
easily gleaned from th~ life insurance fact 
book show this to . be erroneous. The 
Treasury's statements are obviously meant 
to infer that deferred annuities are a new 
phenomenon hardly contemplated under the 
law. Such a perspective is totally at variance 
with the facts . 

They also stated that annuities were O.K. 
when interest rates were low and insurance 
company expense charges high, but now when 
interest rates are high and insurers have 
lowered their expense charges, the annuity 
demon is to be exorcised. Such convoluted 
myopic reasoning, leaves much to be desired 
and appears contrary to the public interest. 

The Treasury's report is filled with ex
cerpts from advertising and literature that 
the Treasury claims prove deferred annuities 
are "tax shelters" marketed by "promoters." 
First. "advertising puffery" does not make 
the law. Second, their frequent use of per
jorative terms make the Treasury itself the 
"promoter" of its unsound, half-baked pro
posals. Clearly, the Treasury should spend 
more time learning and understanding exist
ing law rather than clipping advertisements 
and literature. What the Treasury's academ
ics do not comprehend in their ivory tower 
is that in selling a product in a competitive 
market, the marketing thrust is to empha
size differences and advantages. General 
Motors does not waste a lot of money adver
tising that its cars provide transportation. 
Nor do insurance companies and their agen
cies waste their time and money advertising 

what the prospect already knows, namely, 
that annuities provide benefits in life's later 
years. You advertise and market legitimate 
features that the prospect would want to 
know about, and you attempt to show him 
why he needs your product now. What's 
wrong with that? Obviously, too, you create 
advertising to support and mortivate the 
salesman and make the product attractive 
to the buyer. After all, annuity sales must 
not only compete among insurance com
panies, but against other forms of savings, 
and even more importantly, against other 
ways the prospect could use his money. 

It is particularly revealing of the Treasury's 
lack of candor and fairness with Congress to 
note that the portion of the Treasury's re
port to Congress dealing with the investment 
annuity contains no mention that the court, 
after thorough consideration, declared the 
Treasury and the IRS actions in issuing rev
enue ruling 77-85 unreasonable, beyond their 
statutory authority and that deference to the 
Treasury's and IRS's expertise on this mat
ter is unwarranted. The Treasury's sole ref
erence to the court decision stated that, if 
sustained, it would permit taxpayers active 
control over their investment portfolios as 
though the annuity never had been pur
chased. This incredulous statement is exactly 
what the court had just stated was not the 
case, what clear law shows is not the case, and 
what the IRS had insisted over 70 times dur
ing an 11-year period was not the case. 
Clearly, such deliberate misrepresentation to 
Congress of the documentable facts .is abso
lut ely intolerabe. 

Nor did the Treaury's report provide any 
mention that the IRS had consistently reaf
firmed their previous position on the invest
ment annuity as being merely a variable an
nuity for well over a decade and over 70 rul
ings. Clearly, the Treasury report wanted the 
Congress to perceive the investment annuity 
as some "device promoted for use by high 
income taxpayers." The investment annuity 
is but a more useful, flexible annuity to the 
advantage of the entire American public, and 
its tax treatment is no better nor worse than 
any other annuity. The total omission in the 
report of the prior, substantive, affirmative 
history of the investment annuity is clearly 
designed to withhold relevant facts from 
Congress and again reflects the lack of com
pleteness and fairness in the Treasury's re
port and a contempt for Congress. The crux 
of the Treasury's report seems to be not the 
law but the "tax reform" argument that "de
ferred annuities" should be taxed because 
"they ':I-re now virtually the only remaining, 
widely availabe investment vehice that en
ables investors to defer taxes on regular re
curring investment income.'' The report also 
argues that since no changes have been made 
in the way investment income is taxed under 
annuities for years, it's therefore deemed to 
be outmoded law and in need of change. In 
other words , anything sound and workable 
has to be changed. 

Following the Treasury's presentation 
of its proposals to Congress and in con
templation of Ways and Means Commit
tee consideration of the Treasury's pro
posals on "annuities," the ranking Re
p~blican on the Ways and Means Com
mittee and the ranking Democrat on that 
committee after the chairman, together 
with oth.ers, cosponsored H.R. 12173 to 
correct the ffiS' grave abuse of justice. 
H.R. 12173 merely reinstated the ms · 
rulings on these variable annuities as 
said rulings existed prior to the IRS' is
suance of the illegal revenue ruling 77-85. 
The CONGRESSIONAL RECORD remarks re
lating to H .R. 12173 stated that this mat
ter has "resulted in severe inequities and 
injustice, and the Government should 

not deal with its citizens in such a high
handed manner." 

When the Ways and Means Committee 
proceeded with its "markup" on the 
annuity proposals of the Treasury, the 
Treasury's proposals were completely 
rejected by that committee. Additional
ly, the committee voted, by the strong 
vote of 22 to 14, to restore the investment 
annuity to its proper place under the 
law as it existed prior to the issuance of 
the IRS illegal revenue ruling 77-85. I 
ask unanimous consent that a copy of 
H.R. 12173 be included in the RECORD, 
as it is this amendment that I am pro
posing the Senate adopt. 

I believe the Senate should also know 
that during the debate on annuities 
within the House Ways and Means Com
mittee "markup", the Treasury repre
sentatives again displayed gross igno
rance of the subject matter by making 
the following factual errors: 

The Treasury stated that annuities can be 
compared with certificates of deposit because 
annuities have no mortality risk. This state
ment is absolutely incorrect. Annuities in
volve very serious mortality risks that exist 
from the moment the annuity is purchased. 
And, the younger the purchaser, the greater 
can be the risk. Anyone, who knows anything 
about annuities, knows that this is so. The 
Treasury's statement is not only wrong it is 
totally misleading, because it incorrectly 
compares apples a.nd oranges (annuities and 
certiflcates)-they a.re not the same. To 
claim that they a.re the same misleads Con
gressmen who a.re not experts on this sub
ject. 

The Treasury stated that the investment 
annuity is more like a "gra.ntor trust." Such 
a "gra.ntor trust" likeness is totally incor
rect, and its use by the Treasury in the 
markup sessicn is grossly misleading. The 
IRS attempted to proceed on that erroneous 
theory early in the convoluted reconsidera
tion of investment annuity taxation. As a 
matter of fact, in reaching its conclusions, 
the court was guided by the seminal case of 
Helvering against Clifford and concluded 
that "in contrast to the resoondent in Clif
ford, investment annuity policyholders have 
manifestly effected a 'substantial change' in 
their economic positions." Thus, the court 
concluded that the very "grantor trust" 
theory put forth by the Treasury and the 
ms does in fact support; the conclusion that 
the investment annuity is not a grantor 
trust, and is in fact a variable annuity just 
as the IRS had insisted upon for over a 
decade and for over 70 rulings prior to its 
unreasonable, illegal act in issuing revenue 
ruling 77-85. Clearly, such obvious stupidity 
of the IRS is unconsicionable, but when the 
Treasury tries to force on Congress as fact 
that which the court has so clearly just shot 
down in· a suit over that very matter, the 
Treasury's actions bPcome intolerable and 
an insult to the integrity of the U.S. Con
gress. 

Due to procedural constraints that 
arose within the Ways and Means Com
mittee in its :-esolution of the impasse 
over proposed capital gains taxation, and 
which was unrelated to the investment 
annuity matter, the investment annuity 
amendment was not included in H.R. 
13511 as reported out of the committee 
to the House of Representatives. 

Although Senate Finance Committee 
members strongly supported the invest
ment annuity in last year's Senate ac
tion, this time representatives of the in
vestment annuity industry were denied 
opportunity to present oral testimony 
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because of the crush of other items. Thus, 
written testimony has been filed by the 
Investment Annuities Institute, with cop
ies supplied to all other Senate Finance 
Committee members. . 

During the Senate Finance Committee 
markup the investment annui~y subje~t 
was brought up for consideration, but 1t 
was felt that since the originatin~ i~
surer had been sold and its parent liqui
dated-as a direct result of illegal, un
reasonable, and ignorant ms acts-the 
IRS had already triumphed over the law 
and the Senate. Due to the administra
tion's opposition to its bill, the commit
tee apparently felt that it should avoid an 
issue that the administration would try 
and demagog as "narrow." 

The U.S. District Court decision and 
the Coopers & Lybrand report show that 
the IRS ruling on the investment an
nuity is illegal, unreasonable, ignorant, 
and beyond their statutory authority. 

The whole challenge to the investment 
annuity shows what happens when a 
small group of "reformers" gets hold of 
a major Government agency and be
lieves that they have the moral right to 
overturn tax law and to remake it in the 
image of their personal view_s. 

What is at stake here is not just a 
· matter of tax law. What is at st~ke is 
the authority and integrity of the Fi
nance Committee and the U.S. Senate. If 
we allow the IRS bureaucrats to ride 
roughshod over us and over the American 
people just because we are too busy with 
constituency inter€sts to stand up for 
general principles, we will continue to 
allow the power of the people as repre
sented in the Congress to be usurped by 
unelected, arrogant bureaucrats. Who
ever comes along who believes he has a 
divine right to remake the Nation to. re
flect his personal view of a ref armed 
society will have a free hand. This is 
regulatory anarchy. 

As stated by the Ways and Means 
Committee sponsors of the amendment I 
propose to the Senate, such precipitous 
action by the IRS in this matter has re
sulted in severe inequities and injustice, 
and the Government should not deal 
with its citizens in such a high-handed 
manner. I urge each Senator to vote fa
vorably on this amendment. 

I also request and urge that the Senate 
condemn these documented acts perpe
trated by the Treasury and IRS and to 
provide for an appropriate oversight in
vestigation, with subpena powers to all 
parties concerned, to assess the means by 
which such acts are tolerated and pur
sued. Such acts are not just inconsistent 
with certainty in the law. They are also 
inconsistent with a free society. 

Before concluding my comments per
mit me to state emphatically that this 
matter is certainly not a ''narrow" one 
in any sense of that word. The authority 
and integrity of the Senate is at stake
a most important matter that commands 
our immediate and resolute action. 

Further, the true victims of these ar
rogant, unreasonable, and ignorant IRS 
and Treasury actions are our Nation's 
citizens who are being illegally denied 
one of the most innovative and useful 
annuities ever devised in the public in-

terest-and certainly, that is no narrow 
matter. 

It is tragically true that the company 
that had the foresightedness, ability, and 
guts to pioneer from scratch, and to dare 
create a better free enterprise means for 
our citizens to save and invest for finan
cial independence in life's later years, 
has been strangled to death before our 
own eyes by outrageous bureaucratic 
lawlessness. 

Its annuity did not die, however, be
cause other life insurers can offer it; and 
many want to, and will, upon the resto
ration of the investment annuity to its 
rightful i:lace under the law. 

ExHmIT 1 

LEE, TOOMEY & KE.NT, 
Washington, D.C., February·B, 1977. 

Dr. LAURENCE N. WOODWORTH, 
Assistant Secretary for Tax Policy, 
Treasury Department, 
Main Treasury, 
Washington, D.C. 

DEAR DR. WOODWORTH: My clients and I 
appreciate your invitation to confer wi-th 
you on the status of the review of the in
vestment annuity being conducted by your 
Office. 

A purported memorandum from Oharles 
M. Walke·r to Secretary Simon on the in
vestment annuity ruling recently came into 
the hands of one of my clients through an 
anonymous source. Because of the nature 
of the document, I thought .it important 
that you know before the meeting tha,t it 
was in our possession. Therefore, I have en
closed a copy. You should also be aware that 
we are greatly disturbed by the manner in 
which this very important issue has been 
presented and the erroneous implications 
thereof. While there are a great number of 
points which require comment, there are 
three points of paramount concern which 
should be brought to your attention before 
the meeting. . 

( 1) The description of the investment an
nuity in the memorandum on which the pro
posed decision is based does not accurately 
state the situation and is inadequate. More
over. First Investment Annuity Company 
(FIAC) did not agree to those facts. The 
investment annuity contains all the ele
ments of an annuity contract and an an
nuity is, in fact, purchased either in a de
ferred form or an immediate form at the 
time the contract is entered into. The 
memorandum conceded that FIAC, in 1965, 
decided to restructure its policy to accom
modate to the position then taken by the 
Internal Revenue Service that the con
tract constitu,tes the purchase of an annuity 
and that the assets are those of the insur
ance comany. FIAC further modified its con
tract in 1968, at the insistence of the In
ternal Revenue Service in order to conform 
the contract to the requirements of a de
ferred annuity contract. This led to the is
suance of Rev. Rul. 68-488 in which the In
ternal Revenue Service definitely concluded 
that an annuity was purchased at the time 
the contract was issued. This ruling was 
not even mentioned in the Walker memoran
dum. The Insurance Commissioner of Penn
sylvania has confirmed that the Pennsylvania 
insurance laws under which the investment 
annuities are authorized are the same as 
those for variable annuities and that their 
status is consistent with the present Federal 
tax treatment of investment annuities. In
vestment annuities have been approved for 
sale in over 38 states under the applicable 
laws of those states. 

(2) The FIAC investment annuities are 
simply not structured to hold such assets 
generally referred to as "tax shelters". The 
memorandum asserts that the investment 

annuity could develop into a substantial tax 
shelter industry and tha.t the promoters are 
"already exploring ways to shelter the in
come from oil ventures through the use of 
an investment annuity". This assertion ap
parently is a ground for the policy decision 
to recommend reversal of the IRS rulings. 
If the reference to "pr·omoters" is intended 
to identify FIAC, I want to emphasize that 
FIAC has not and does not contemplate the 
inclusion of oil ventures and other such tax 
shelters within the custodian account a.s ac
ceptable investments. 

The investment annuity is merely a. form 
of variable annuity and, a.s such, shares the 
same tax treatment as other annuities. It 
does not involve any of the write-offs, lever
age, or speculative investment devices which 
result in a real cost to the government of 
permanently lost taxes as those involved 
with devices attacked by the Tax Reform 
Act. 

(3) No meaningful dialogue has yet been 
established between the IRS and industry 
representatives despite repeated requests for 
such dialogue. The reference in the memo
randum to the meeting on September 30, 
1976 leaves an impression that the funda
mental issues of the investment annuity 
have been discussed with the industry. Be
fore the meeting, we were told that its pur
pose was to allow the Internal Revenue 
Service to describe its proposed position and 
give industry representatives an opportunity 
to ask questions. This did not happen. The 
Internal Revenue Service merely informed 
us that the prior rulings were under recon
sideration, and that no final decision had 
been made. Because it was apparent that 
the reconsideration had been initiated with 
very little knowledge of the facts, it was sug
gested by the Service that a meeting be held 
to ascertain the facts. Discussion on the 
facts was subsequently held but the objec
tions of the Internal Revenue Service to the 
investment ann:uity were never detailed. In 
spite of the length of time that this matter 
has been under review, and the detailed 
memorandum which we filed at the Service's 
request, we have never been informed of any 
specific objections to the investment an
nuity contract which require either modi
fication of existing contracts or a reversal 
of the rulings issued by the Internal Revenue 
Service over the last eleven years. 

I hope that the meeting on February 9 wm 
lead to a better understanding of our re
spective positions and that an agreement 
can be reached for resolving the issues a.s 
expeditiously as possible in a manner satis
factory to the Treasury, the Internal Rev
enue Service, the insurance companies in
volved, and the tens of thousands of in
dividuals who hold investment annuity con
tracts. 

Respectfully, 
JOHN A. CARDON. 

INVESTMENT ANNUITY RULING 
· We are in the process of drafting a rev
enue ruling which we propose to publish, 
reversing the prior favorable revenue rul
ings on the investment annuity arrange
ments developed by the First Investment 
Annuity Company of America (FIAC) and 
other insurance companies. 

Over the past several months, both Treas
ury and the IRS have been reviewing the 
tax status of investment annuities. On Sep
tember 30, 1976, we met with industry rep
resentatives in order to obtain a better un
derstanding of the investment annuity 
product. On October 20, 1976, we solicited 
public comment on the three technical 
problems under consideration, and, as a. re
sult, we receieved several submissions, in
cluding a lengthy brief submitted on behalf 
of FIAC and nine other insurance companies. 
Based upon our analysis of the investment 
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annuity product and applicable law, we have 
concluded that the position previously taken 
by the Service in certain private letter rul
ings is incorrect as a matter of law. 

THE INVESTMENT ANNUITY DESCRIBED 
Basically, the purchaser of an investment 

annuity will deposit cash or securities with 
a custodian. An annuity is not purchased 
at the time these deposits are made; instead, 
the purchase is deferr~d until the depositor 
reaches retirement age, at which time one
year term annuity contracts are acquired 
with the funds held by the custodian. In the 
interim, the assets held by the custodian 
are invested at the direction of the depositor, 
even after he reaches retirement age, as 
though, in effect, the!:e assets were held in 
his own personal brokerage account or trust. 

PROPOSED RULINGS POSITION 
Given these facts (which have been con

firmed by FIAC). we have concluded that 
these brokerage, or custodial, accounts do not 
represent assets of the insurance company 
which wlll ultimately provide the annuity. 
Unlike the traditional variable annuity, 
where the insurance company invests the 
assets but the policyholder bears the invest
ment risk (as in a mutual fund), the holder 
of an investment annuity retains full invest
ment control. 

Under the proposed ruling, dividends and 
interest earned on assets held in a custodial 
account will be taxed directly to the policy
holder, unlike the result under current law 
where these earnings have been accumulating 
on a tax-free basis as life insurance company 
assets. capital gains will also be taxed to the 
policyholder, although here, the change will 
not be as significant, because, under existing 
law, capital gains are currently subject to tax 
at insurance company rates. 

IMPLICATIONS OF THE RULING 
Apart from our legal analysis of the prob

lems raised by investment annuities, there 
are important policy considerations. In our 
view, investment annuities, while presently 
in their infant stage, could develop into a 
substantial tax shelter industry if the pres
ent rulings posture remains unchanged. 
Although all of the various uses of these 
products are not yet known, we have been 
advised infor_mally that promoters are already 
exploring ways to shelter the income from 
oil ventures through the use of an investment 
annuity. 

In reversing the outstanding rulings posi
tion, both Treasury and IRS recognize the 
problems faced by those companies which 
have entered into the investment annuity 
market in reliance upon the rulings which 
have been issued to private taxpayers over the 
past 10 years. The problem is particularly 
accute for FIAC. In 1963, it sought a ruling 
which would have reac;hed the result which 
we are now proposing, but the Rulings Divi
sion of the Service concluded that the insur
ance company should be regarded as the 
owner of assets in a custodial account, for 
reasons that are no entirely clear. After 
lengthy negotiations, FIAC, in 1965, decided 
to restructure its policy to accommodate the 
Service's view. FIAC is understandably con
cerned about the possibility that the rules 
are about to be changed on it again. Thomas 
Kelly, the Chairman of the Board of FIAC, 
has made his concerns known to a number 
of Congressmen and to a number of people 
here at Treasury. Questions about the con
tinuing financial viability of FIAC have also 
been raised by a British company. Save & 
Prosper, which loaned approximately $7 mil
lion to FIAC between 1973 and 1975 when it 
was on the verge of bankruptcy. The British 
Emba!:sy in Washington has inquired about 
the matter, although they have taken no 
position on behalf of FIAC. 

While we recognize FIAC's problems, we 
understand that many conservative attorneys 

have been advising ·their clients not to pur
chase investment annuities, because of the 
concern a.bout the validity of the Service's 
old rulings positions-a. position which we 
think is invalid and should be changed, as 
the Service proposes to do. We also under
stand that, within the life insurance indus
try itself, there has been a growing concern 
that unless the tax treatment of investment 
annuities is changed soon, they will become 
such a widespread tax shelter that Congress 
will end up reevaluating the favorable tax 
treatment given to all annuities and life 
insurance. We have already been contacted 
by the Joint Committee staff, which appar
ently favors a reversal of the present rulings 
position. 

To allow sufficient time for FIAC and simi
larly situated insurance companies to adapt 
to the proposed new rules and develop an
nuity contracts in accordance with them 
and to allow Congress time to conside; 
whether or not to change the new rules 
legislatively, we propose to make them ef
fective only after January 1, 1978. In that 
case the new rules would apply to all invest
ment annuity contracts entered into before 
or after that date, but we would propose to 
allow policyholders to convert tax-free from 
such contracts to annuity contracts under 
which the assets held in a separate account 
a.re clearly insurance company assets. 

We understand, however, that the Serv
ice's tentative conclusion is not to allow the 
old tax treatment to apply to "new" con
tracts, i.e., those entered into after October 
20, 1976, the date of the News Release an
nouncing the Service's reconsideration of the 
old rules. The Service would allow the old 
rules to continue to apply to "old" contracts 
(those entered into before October 20, 1976 ' 
until January 1, 1978. This will allow policy
holders of the "old" contracts time to con
vert tax-free to contracts that will meet the 
new rules.-But the Service is apparently op
posed to extending the favorable tax treat
ment of the old rules to any new policy
holders for any period of time. 

We propose to allow the old rules to con
tinue to apply to "new", as well as "old" 
contracts until January l, 1978, because thi~ 
will afford some time for FIAC and the 
other insurance companies to adjust, after 
having built up their business in reliance on 
the old Service rulings policy. We do not 
think the potential loss of revenue from new 
policies for just one year will be significant 
enough to warrant the potential ha.rm to 
these insurance companies, particularly 
when we consider the fa.ct that it was the 
Service who insisted on imposing the old 
rules on these companies in the first place. 

Recommendation: We recommend publi
cation of the proposed ruling containing the 
new rules described above, with an effective 
date of January l, 1978 for "new" as well as 
"old" contracts, after advising industry rep
resentatives of the positions set forth herein 

ATTENDANCE LIST OF CONFERENCE ON THE 
INVESTMENT ANNUITY 

First Investment Annuity Company: An
thony H. Doggart, President, W. Thomas 
Kelly, Chairman of the Board, H. William 
Brown, Sr. Vice President, Arthur P. Hartel, 
Secretary. 

E. Wayne Thevenot. · 
Lee, Toomey & Kent: John A. Cardon, John 

M. Skilling, Jr., David A. Hildebrandt. 

COOPERS & LYBRAND, 
Philadelphia, Pa., June 2, 1978. 

Mr. W. THOMAS KELLY, 
Malvern, Pa. 

DEAR MR. KELLY: As you requested, we 
comment, hereinafter, upon whether the ex
isting federal income taxation of deferred 
annuities allows the annuitant benefits sim
ilar to those contained in "tax shelters" or 

whether annuity taxation meets certain cri
teria set forth by Stanley S. Surrey in his 
book "Pathways to Tax Reform". · 

In Chapter VII of the book entitled "Cor
rective Reform Measures to Moderate Tax 
Expenditures Abuses" Mr. Surrey proposes 
that one corrective measure would be a pay
ment for the deferral ingredient as follows: 

"A prime ingredient of tax shelters is the 
deferral of tax on current income, achieved 
through the acceleration of deductions pro
vided by the shelter. This deferral, as de
scribed earlier, is an interest-free loan from 
the government in the amount of the tax 
deferred. Here, also, the ingredient suggests 
an appropriate restraint-eliminate the in
terest-free character of the deferral loan by 
charging interest on the deferred tax." 

We have prepared and attach as Exhibit I 
a simple illustration of· Mr. Surrey's cor
rective measure using as a model the accel
erated depreciation deferral. Here a taxpayer 
obtains an interest free loan from the Gov
ernment equal to the difference between ac
celerated and straight line depreciation ta.x
effected at 50 percent. The loan increases 
each year that the accelerated depreciation 
exceeds the hypothetical straight-line depre
ciation and then decreases when the hypo
thetical straight-line depreciation exceeds 
that claimed whether it be accelerated or 
straight-line. The taxpayer would pay in
terest to the Government ea.ch year on the 
deferral loan and be entitled to a deduction 
for the interest pa.id as it would for interest 
on any other loan. The net result would be a 
payment of $232 to the Government on the 
deferral loan. 

Extending Surrey's theory to a deferred 
annuity we have prepared Exhibit II which 
compares the taxation of a certificate of de
posit with the taxation of a deferred annuity 
to arrive at the deferral loan. Since no in
terest is pa.id currently on the deferral loan, 
we have added the unpaid interest to the 
deferral loan. The interest rate used is an 
after tax rate of four percent assuming the 
market rate of interest is eight percent and 
the annuitant is in the 50 percent tax brack
et. 

The conclusion one can draw from Ex
hibit II is that when the annuitant with
draws his funds the payment made to the 
Government ($5,794) contains an element 
of interest on the deferral loan since the 
actual taxes paid on the certificate of deposit 
total $4,804 and the compound interest on 
the deferral loan is $891 or a total of 
$5,695. The additional $99 pa.id by the an
nuitant results from the fact that an a.mount 
derived from compounding at eight percent 
and then halved is more than the amount 
derived from compounding at four percent. 

If a period different than 10 ye~rs was 
used., the spread between the annuitant's 
payment and the deferral loan would be 
greater if the period was longer and iess if 
the period was shorter, but the annuitant 
would always pay more to the Government 
than he would under Mr. Surrey's proposal. 
If the tax bracket of the taxpayer was 
greater than 50 percent the spread would 
also be greater since the interest rate com
pounding on the deferral loan is a function 
of the tax bracket and would decrease in 
proportion to the rise in tax bracket while 
the interest rate on the deferred annuity 
would remain constant. Conversely, if the 
tax bracket of the taxpayer was less than 50 
percent, the spread would narrow and even
tually the amount pa.id as the withdrawal 
of the det:erred annuity would be less than 
that on the deferral loan. 

In conclusion, it is e-yldent that: 
1. Deferred annuities (including the in

vestment annuity) lack of "prime ingredient 
of tax shelters" namely, "an interest-free 
loan from the Government in the a.mount 
of the tax deferred;" 
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2. The existing mode of deferred annuity 
taxation results in an interest element being 
charged to the taxpayer as proposed by Mr. 
Surrey; 

more tax dollars for the Government than 
Mr. Surrey's proposals; 

4. The existing mode of deferred annuity 
taxation is similar to the Government's own 
"Series E" bond (unless an election is ma.de 
to be taxed currently); and. 

5. Because of the foregoing it is quite in
appropriate to lump deferred annuities (in
cluding the investment annuity) in with so
called "tax shelters." 

Very truly yours, 3. In fact, under most circumstances the 
existing mode of annuity taxation provides COOPERS & LYBRAND. 

W. THOMAS KELLY 

EXHIBIT 1.-COMPUTATION OF INTEREST ON THE " DEFERRAL LOAN": ACCELERATED DEPRECIATION 

[Cost al asset, $10,000] 

Depreciation 1 Interest on 
Excess Tax deferral deferred loan 

Year DOB/SL 

(1) 

SL (1) minus (2) (3) t.mes 0.50 Deferral loan at 4 percent 

(2) (3) (4) 

$1, 000 $1, 000 $500 $500 
1, 000 600 300 800 $20 
1, 000 280 140 940 32 
1, 000 24 12 952 38 
1, 000 (181) (90) 862 38 
1, 000 (345) (173) 689 34 
1, 000 (345) (172) 517 28 
1, 000 ?45) (173) 344 21 
1, 000 344) (172) 172 14 
1, 000 (344) (172) ........... . .... 7 

L ....... ..... .. .. .. .. ..................... ..... ... . .. .. .. .. . ... .. . . . . . ........ ,$2, 000 
2 ......... ··•············· .. .. .... .. . ..... .. .. .. .. . . . . .. .. .. . .. . .... .•.. .. .. .. . 1, 600 
3 ....................... ·········• ............ .. .. . . .. . . ...... .. .. •. .. . . . . .. . .. 1, 280 
4 ....................... ······ .. .. .. .. .. . . . . . . .. .. . .. . . . . . .... .. .. .. .. . . . . . . . • . 1, 024 
5 ............. ----------···· ···· · · ···· ·· ········ -············· ····· · ··-········ 819 
6 ______ _________ ·............................•.........................•....... 655 
7 ................................................ ·........... ... .............•. ~~~ 
8 ...................•......................•...........................•....... 
9... .. .. ............. . ...... ....................................... .... ........ 656 
10 ........ -..................................................................... 656 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-

Tot a L...... .... .... ...... .. . . . .. . .......... .... .. .. . . . . . . .... .. .. .. .. . . . 10, 000 10, 000 ------------------------------------------------

I A useful life of 10 yr and no salvage value was used in computing depreciation. 2 Interest rate of 8 percent tax-effected at 50 percent. 

EXHIBIT 11.-COMPUTATION OF INTEREST ON THE "DEFERRAL LOAN" OF A DEFERRED ANNUITY 

Year 

Principal invested •................... 
Interest. . ...... ! ............... . 

Certificate 
of deposit, Payment to 

at 8 perce·nt Government 

Deferred 
annuity, at 

8 percent 
Deferral 

loan 

$10, 000 --- --- ------ $10, 000 ---- -- --- -
800 ------------ 800 ----------

-400 $400 ------------ $400 Tax-1 .... ............. ...... .•... 
-'-~~~~~~~~~~~~~-

Ba I an c e. ..... .. . . . . .. . . . . . . .. . . .. .. . 10, 400 . . . .. .. .. .. . 10, 800 400 
Interest.. ....................... 832 ------------ 864 2 16 
Tax.. ........................... -416 416 ........•... 416 

~~~- -~~~~-

Ba I an c e ••...... ........ ·------------ 10, 816 ............ 11, 664 832 
Interest......................... 865 ------------ 933 33 
Tax. . .......... ................. -433 433 ------------ 433 

~~~~~~~~~~~~~~-

4 Balance .. --------------------------- 11, 248 ............ 12, 597 l, 298 
Interest.. ....................... 900 ------------ 1, 008 52 
Tax............................. -450 450 ----------·- 450 

~~~~~~~~~~~~~~-

Year 

Balance •....................... ~- .. . 
· Interest. ....................... . 
Tax ............................ . 

Balance •............................ 
Interest. ......... --------------. 
Tax ..• ..... ........ ...........•. 

Balance .... ... .................. ... . 
Interest. •....................... 
Tax ..•.... .......... ........... . 

10 Balance ............................ . 
Interest. .. . ................. . .. . 
Tax ..•.......................... 

Certificate 
of deposit, Payment to 

at 8 percent Government 

Deferred 
annuity, at 
8 percent 

$12, 652 ------------ $15, 868 
1, 012 --------- --- 1, 269 
-506 $506 ------------

13, 159 ------------ 17, 137 
1, 053 ---- --- ----- 1, 371 -m 527 ___________ _ 

13, 685 ______ .______ 18, 508 
1, 095 ------------ 1, 481 
-548 548 ------------

14, 232 ------ ------ 19, 989 
1, 139 ------------ 1, 599 
-569 569 ------- ---- -

232 

Deferral 
loan 

$2,m 

506 

3, 544 
142 
527 

4, 213 
168 
548 

4, 929 
197 
569 

Ba I an c e.. ........................... 11, 698 ............ 13, 605 1, 800 
Interest.... .... ................. 936 ------------ 1, 088 72 

Total... . ... ................... $14, 802 4, 804 21, 588 5, 695 

Tax. ............... .......... ... -468· 4E8 ------------ 468 Tax ($21,588 minus $10,000 times 0.50) ............... ......... . 3 5, 794 ...... . .. . 
~~~~~~~~~~--~~~-

Balance.............. . .............. 12, 166 ------------ 14, 693 2, 3
9
40
4 Interest.. ....................... 973 •.•.•....... 1, 175 

Tax...................... . ...... -487 487 ---------~-- 487 

1 All tax computations at 50 percent, - 3 Assumes complete withdrawal of funds at end of 10th year. 
2 Hypothetical interest to Government computed at after-tax rate as per exhibit 1. 

H.R. 11182 
A bill to reinstate the tax treatment with 

respect to annuity contracts with reserves 
based on a segregated asset account as they 
existed prior to issuance of Revenue Rul
ing 77-85 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That in the 
case of annuity contrac..ts which have related 
amounts based on a segregated asset ac
count, the tax treatment of such contracts 
under section 61 of the Internal Revenue 
Code of 1954 ( defining gross income) and 
section 801(g) (1) (B) of such Cocie (relating 
to contracts with reserves based o~ a segre
gated asset account) shall be determined-

(1) without regard to Revenue Ruling 77-
85 (and without regard to any other regula
tion, ruling, or decision reaching the same 
result as, or a result similar to, the result 
set forth in such Revenue Ruling); and 

(2) with full regard to the rules in effect 
before Reyenue Ruling 77-85. 

Mr. HATCH. This amendment was 
brought up last year and received 57 
votes on the floor of the Senate. Frankly, · 

I think a majority of Senators would · Mr. HATCH. Madam President, I 
support this amendment at this time. would be happy to allow a unanimous
That is the reason I have brought it up. consent request to set my amendment 

I intend-to ask for the yeas and nays aside, so long as it comes back in order 
at the appropriate time. after the cloture vote today. 

The PRESIDING OFFICER. Who - The .PRESIDING OFFICER. It would 
yields time? not come back, under the cloture rule, 

Mr: BAYH addressed the Chair. after the cloture vote, in any case. The 
The PRESIDING OFFICER. Who amendments that will come back after 

yields time? the cloture vote are the Muskie, Glenn, 
The Senator from Indiana has no and Nelson amendments. 

time. Mr. HATCH. After those amendments. 
Mr. LONG. Madam President, I yield The PRESIDING OFFICER. The 

2 minutes to the Senator from New amendment of the Senator from Utah 
York. will not come up until those amendments 

Mr. MOYNIHAN. I thank the Senator have been disposed of. 
from Louisiana. Mr. HATCH. I ask unanimous con-

Madam President, I send to the desk sent that my amendment come up after 
an unprinted amendment and ask for its that. 
immediate· consideration. · The PRESIDING OFFICER. Without 

The PRESIDING. OFFICER. As long as objection, it is so ordered. 
the amendment of the Senator from Mr. PROXMIRE. Madam President. 
Utah is pending,. further amendments reserving the right to object, will the 
are not in order. Senator from Maine yield me 2 minutes? 
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Mr. MUSKIE. I yield 2 minutes. 
Mr. PROXMIRE. I make a parliamen

tary inquiry on the pending amendment. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. PROXMffiE. I ask if the pending 

amendment is in order on the bill, in 
view of the fact that it would reach the 
ceiling under the Budget Act. It would 
cost $12 million in 1979, $80 million by 
the year 1983. 

I understand that, under the present 
circumstances, the bill is now at a stage 
where any additional revenue loss would 
breach the Budget Act. I ask for a ruling 
of the Chair as to whether this amend
ment is in order, under those circum
~t.ances. 

Mr. HATCH. Madam President, a 
further parliamentary inquiry. 

The PRESIDING OFFICER. A point 
of order has been made, and the Chair 
will entertain debate on it. 

Who yields time? 
Mr. HATCH. Madam President, will 

the Senator from Wyoming yield me 1 
minute? 

Mr. MUSKIE. I yield 1 minute. 
Mr. HATCH. I thank the distinguished 

Senator from Maine. 
Actually, I point out that this does not 

change present law. The ms is attempt
ing to change present law. Therefore, 
this adds nothing that would violate the 
present Budgetary Act .. Therefore, the 
point of order should not lie. 

Mr. PROXMffiE. In response, let me 
say that, as I understand it, the IRS is 
not letting them do this at the present 
time. It is clear that if the Hatch amend
ment prevails, they would have to 
change their pro:edures, and the loss to 
the Treasury would be $12 million. 

Mr. HATCH. Madam President, will 
the Senator yield me 30 seconds? 

Mr. MUSKIE. I yield. 
(Mr. HODGES assumed the chair.) 
Mr. HATCH. A district court has held 

the IRS to be in violation. The IRS is 
appealing that ruling. So, presently, the 
law is still in existence. So I do not 
believe the point of order should lie. 

Mr. PROXMIRE. I press for a ruling 
by the Chair on my parliamentary 
inquiry. 

The PRESIDING OFFICER. The 
Chair is studying the amendment. 

Who yields time? 
Mr. PROXMIRE. Mr. President, if the 

Chair is studying the amendment, I hope 
the Senator from Utah will agree With 
me that we should set this aside so that 
the Parliamentarian can study the 
amendment and come to a conclusion, 
and meanwhile let the Senator from New 
York continue. 

Mr. HATCH. I would be willing to do 
that, so long as it is stipulated that if 
the point of order is ruled out of order 
and is not sustained, my amendment 
will take its place behind the other 
amendments, in regular order. 

Mr. PROXMIRE. I have no objection 
to that. 

The PRESIDING OFFICER. Is the 
Senator propounding that as a unani
mous-consent request? 

Mr. HATCH. Yes. 
Mr. METZENBAUM. What is the 

unanimous-consent request--that the 

amendment of the Senator from Utah 
come up after? 

Mr. HATCH. Come up in the regular 
order, after the amendments preceding 
it, following the cloture vote. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from New York. 
UP AMENDMENT NO. 2032 

(Purpose: To provide for a program of adop
tion assistance, to make needed changes in 
the AFDC foster care program and child 
welfare services, and for other purposes) 

Mr. MOYNIHAN. Mr. President, has 
the amendment been read? 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from New York (Mr. MOYNI
HAN), for himself and others, proposes an 
unprinted amendment numbered 2032. 

Mr. MOYNIHAN. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and 
it is so ordered. 

The amendment is as follows: 
On page 408, immediately below line 19, 

insert the following new section: 
ADOPTION AND FOSTER CARE, AND 

CHILD WELFARE SERVICES 
SEc. 610. Title IV of the Social Security 

Act is amended as follows: 
(a) (1) - Add at the end thereof the follow

ing new part: 
"PART E-FEDERAL PAYMENTS FOR AnoPl'ION 

AsSISTANCE AND FOSTER CARE 

"STATE PLAN FOR ADOPTION ASSISTANCE AND 
FOSTER CARE 

"SEC. 470. (a) In order for a State to be 
eligible for payments under this part, it shall 
have a plan approved by the Secretary which 
provides--

"(!) that the State agency responsible for 
administering the program authorized by 
part B of this title shall administer the pro
gram authorized by this part; 

"(2) that the plan shall be in effect in all 
political subdivisions of the State, and, if 
administered by them, be mandatory upon 
them; 

"(3) that the State shall assure that the 
prograinS at the local level assisted under this 
part will be coordinated with the prograIIlS 
at the State or local level assisted under 
parts A and B of this title, under title XX 
of this Act, or under any other appropriate 
provision of Federal law; 

"(4) that the State will, in the admin
istration of its prograinS under this part, use 
such methods relating to the establishment 
and maintenance of personnel standards on 
a meri:t basis as are found by the Secre
tary to be necessary for the proper and ef
ficient operation of the programs, except that 
the Secretary shall exercise no authority 
with respect to the selection, tenure of of
fice, or compensation of any individual em
ployed in accordance with such methods; 

· "(5) that the State agency referred to in 
paragraph ( 1) (hereinafter in this part re
ferred to as the 'State agency') will make 
such reports, in such form and containing 
such information as the Secretary may from 
time to time require, and comply with such 
provisions as the Secretary may from time to 
time find necessary to assure the correctness 
and verification of such reports; 

"(6) that the State agency will monitor 
and conduct periodic evaluations of activi
ties carried out under this part; 

"(7) safeguards which restrict the use o! 

or disclosure of information concerning indi
viduals assisted under the State plan to pur
poses directly connected with (A) the admin
istration of the plan of the State approved 
under this part, the plan or program of the 
State under part A, B, C, or Do! this title or 
under title I, V, X, XIV, XVI (as in effect in 
Puerto Rico, Guam, and the Virgin Islands) , 
XIX, or XX, or the supplemental security in
come program established by title XVI, (B) 
any investigation, prosecution, or criminal 
or civil proceeding, conducted in connection 
with the administration of any such plan or 
program, (C) the administration of any other 
Federal or federally assisted program which 
provides assistance, in cash or in kind, or 
services, directly to individuals on the basis 
of need, and (D) any audit or similar activity 
conducted in connection with the adminis
tration o! any such plan or program by any 
governmental agency which is authorized by 
law to conduct such audit or activity; and the 
safeguards so provided shall prohibit disclos
ure, to any committee or a legislative body 
( other than the Committee on Finance of the 
senate, the Committee on Ways and Means 
of the House of Representatives, and any 
agency referred to in clause (D) with respect 
to an activity referred to in such clause), of 
any information which identifies by name or 
address any such applicant or recipient; ex
cept that nothing contained herein shall pre
clude a State from providing standards which 
restrict disclosure to purposes more limited 
than those specified herein, or which, in the 
case of adoptions, prevent disclosure entirely; 

"(8) that where any agency of the State has 
reason to believe that the home or institution 
in which a child resides whose care ls being 
paid for in whole or in part with funds pro
vided under this pa.rt or part B of this title is 
unsuitable for the child because of the ne
glect, abuse, or exploitation of such child, it 
shall bring such condition to the attention 
of the appropriate court or law enforcement 
agency; 

"(9) that the standards referred to in sec
tion 2003(d) (1) (F) shall be applied by the 
State to any foster family home or child care 
institution receiving funds under this part or 
part B of this title; 

"(10) for periodic review of the standards 
referred to in the preceding paragraph and 
amounts paid as foster care maintenance pay
ments and adoption assistance payments to 
assure their continuing appropriateness; 

"(11) that any individual who ls denied a 
request for benefits available pursuant to 
this pa.rt or part B of this title ( or whose re
quest for benefits is not acted upon within a 
reasonable time) wlll be informed of the rea
sons for the denial or delay and, if he so 
requests, will be offered an opportunity to 
meet with a representative of the agency ad
ministering the plan to discuss the reasons 
for the denial or delay; and 

"(12) that the State shall arrange for a 
periodic and independently conducted audit 
of the programs assisted under this part and 
part B of this title, which shall be conducted 
no less frequently than once every three 
years. 

"(b) The Secretary shall approve any plan 
which complies with the provisions of sub
section (a) of this section. However, in any 
case in which the Secretary finds, after rea
sonable notice and opportunity for a hear
ing, that a State plan which has been ap
proved by the Secretary no longer complies 
with the provisions of subsection (a), or that 
in the administration of the plan there ls a 
substantial failure to comply with the pro
visions of the plan, the Secretary shall notify 
the State that further payments wm not be 
made to the State under this J?art, or that 
such payments will be made to the State 
but reduced by an amount which the sec
retary determines appropriate, until the 
Secretary ls satisfied that there is no longer 
any such failure to comply, and until he is so 
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satisfied he shall make no further payments 
to the State, or shall reduce such payments 
by the amount specified in his notification to 
the State. 
"FOSTER CARE MAINTENANCE PAYMENTS PROGRAM 

"SEC. 471. (a) Each State with a plan ap
proved under this part may make foster care 
maintenance payments (as defined in sec
tion 475(4)) under this part only with re
spect to a child who would meet the require
ments of section 406(a) or of section 407 of 
this Act but for his removal from the home 
of a relative (specified in section 406(a)) if-

" (1) the removal from the home was (A} 
the result of a judicial determination to the 
effect that continuation therein would be 
contrary to the welfare of such child; 

"(2) such child's placement and care are 
the responsibility of (A) the State agency 
administering the State plan approved under 
section 470, or (B) any other public agency 
with whom the State agency administering 
or supervising the administration of the 
State plan approved under section 470 has 
made an agreement which is still in effect; 

"(3) such child has been placed in a foster 
family home or child-care institution as a 
result of such determination; 

" ( 4) such child-
" (A) received aid under the State plan ap

proved under section 402 in or for the month 
in which court proceedings leading to the 
removal of such child from the home was 
initiated, or · 

"(B) (1) would have received such aid in or 
for such month if application had been 
made therefor, or (ii) had been living with 
a relative specified in section 406(a) within 
six months prior to the month in which such 
proceedings were initiated, and would have 
received such aid in or for such month if in 
such month he had been living with such 
a relative and application therefor had been 
made; and 

" ( 5) there is a case plan ( as defined in sec
tion 475(1) of this part) for such child (in
cluding periodic review of the necessity for 
the child's being in a foster family home or 
child-care institution). 

"(b) Foster care maintenance payments 
may be made under this part only in behalf 
of a child described in subsection (a) of this 
section-

" ( 1) in the foster family home of any in
dividual, whether the payments therefor are 
made to such individual or to a public or 
nonprofit private child-placement or child
care agency, or 

"(2) in a child-care institution, whether 
the payments therefor are made to such in
stitution or to a public or nonprofit private 
child-placement or child-care ag-ency, which 
payments shall be limited so as to include in 
such payments only those items which are in
cluded in the term 'foster care maintenance 
payment• (as defined in section 475(4)). 

" ( c) For the purposes of this part and 
part B of this title, ( 1) the term 'foster fam
Uy home' means a foster family home for 
ch1ldren which is licensed by the State 1n 
which it is situated or has been approved, by 
the agency of such State having responsi
bility for licensing homes of this type, as 
meeting the standards established for such 
licensing; and (2) the term 'ch1ld-care in
stitution' means a nonprofit private child
care institution, or (subject to the succeed
ing sentence) a public child-care institution 
which accommodates no more than twenty
five children, which is licensed by the State 
in which it is situated or has been approved, 
by the agency of such State responsible for 
licensing or approval of institutions of this 
type, as meeting the standards established 
for such licensing; but the term shall not 
include detention fac111t1es, forestry camps, 
training schools, or any other facility oper
ated primarily for the detention of children 
who are determined to be delinquent. A pub
lic institution which on the effective date 

of this part accommodates children and 
which, except for the provisions of this sen
tence would be a child-care institution (as 
defined in the preceding sentence) , shall not, 
for purposes of this part, be considered to be 
a child-care institution (as so defined) with 
respect to any child who was in such institu
tion on the date of enactment of this part. 

"(d) For purposes of title XIX of this Act, 
any ch1ld with respect to whom foster care 
maintenance payments are made under this 
section shall be deemed to be a dependent 
child as defined in section 406 and shall be 
deemed to be a recipient of aid to fam1lies 
with dependent children under part A of this 
title. 

"ADOPTION ASSISTANCE PROGRAM 

"SEc. 472. (a) (1) Each State with a plan 
approved under this part may, directly or 
through another public or nonprofit private 
agency, make adoption assistance · payments 
pursuant to an adoption assistance agree
ment in amounts determined under para
graph (3) of this subsection to parents who 
are eligible for such payments pursuant to 
paragraph (2) of this · subsection and who, 
after the effective date of this section, adopt 
a child .who-

"(A) would meet the requirements of sec
tion 40{! (a) or section 407 of this Act except 
for his removal from the home of a relative 
(specified in section 406(a)) as a result of a 
judicial determination to the effect that con
tinuation therein would be contrary to the 
welfare of such child, 

"(B) (1) received aid under the State plan 
approved under section 402 in or for the 
month in which court proceedings leading to 
the removal of such child from the home 
were initiated, or 

"(ii) (I) would have received such aid in or 
for such month if application had been made 
therefor, or (II} had been living with a rela
tive specified in section 406(a) within six 
months prior to the month in which such 
proceedings were initated, and would have 
received such aid in or for such month if in 
such month he had been living with such a 
relative and application · therefor had been 
made, and 

" ( C) the State has determined, pursuant to 
subsection ( c) of this section, is a child with 
special needs. 

"(2) Parents may be eligible for adoption 
assistance payments under this part only if 
their income at the time of the adoption does 
not exceed 115 per centum of the median in
come of a family of four in the State, ad· 
justed in accordance with regulations of the 
Secretary to take into account the size of the 
family after adoption. Notwithstanding the 
preceding :.,entence, parents whose income is 
above the limit specified therein may be 
eligible for assistance payments under this 
part if the State or local agency administer
ing the program under this section deter
mines that there are special circumstances 
(as defined in regulations of the Secretary) 
in the family which warrant adoption assist
ance payments. 

"(3} The amount of the adoption assist
ance payments shall be determined through 
agreement between the adoptive parent (or 
parents) and the State or local agency ad
ministering the program under this section, 
which shall take into consideration the cir
cumstances of the adopting parents and the 
needs of the child being adopted, and may 
be readjusted periodically, with the concur
rence of the adopting parents (which may 
be specified in the adoption assistance agree
ment), depending upon changes in such cir
cumstances. However, in no case may the 
amount of the adoption assistance payment 
exceed the foster care maintenance payment 
which would have been paid during the 
period if the child with respect to whom the 
adoption assistance payment is made had 
been in a foster family home. 

"(4) Notwithstanding the preceding two 

paragraphs, (A) no payment may be made to 
parents pursuant to this section with respect 
to any month in a calendar year following a 
calendar year in which the income of such 
parents exceeds the limits specific in para
graph (2), unless the State or local agency 
administering the program under this sec
tion has determined, pursuant to paragraph 
(2), that there are special circumstances in 
the family which warrant adoption assist
ance payments, (B) no payment may be 
made to parents with respect to any child 
who has attained the age of eighteen, and 
(C) no payment may be made to parents 
with respect to any child if the State de
termines that the parents are no longer 
legally responsible for the support of the 
child or if the State determines that the 
child is no longer receiving any support from 
such parents. Parents who have been receiv
ing adoption assistance payments under this 
section shall keep the State or local agency 
administering the program under this sec
tion informed of circumstances which would, 
pursuant to this subsection make them in
eligible for such assistance payments, or 
eligible for assistance payments in a differ-
ent amount. · 

" ( 5) For the purposes of this part, individ
uals with whom a child (who the State 
determines, pursuant to subsection (c), is a 
child with special needs} is placed for adop
tion, pursuant to an interlocutory decree, 
shall be eligible for adoption assistance pay
ments under this sub::ection, during the 
period of the placement, on the same terms 
and subject to the same conditions as if such 
individuals had adopted such child. 

"(b} Any child-
"(1) who the State determines meets the 

requirements of subsection (a}; and 
"(2) who is placed for adoption or adopted 

following such determination shall, with re
spect to any medical condition which was in 
existence at the time the child was adopted, 
retain eligibility under title XIX until the 
age of eighteen under such plan. However, 
a State may provide to such a child full eligi
bility for medical assistance under the State's 
plan approved under title XIX. 

"(c) For purposes of this section, a child 
shall not be considered a child with special 
needs unless-

" ( 1) the State has determined that the 
child cannot or should not be returned to 
the home of his parents; and 

"(2) the State has first determined (A} 
that there exists with respect to the child a 
specific factor or condition because of which 
it is reasonable to conclude that such child 
cannot be placed with adoptive parents with
out providing adoption assistance, and (B} 
that, except, where it would be against the 
best interests of the child because of such 
factors as the existence of significant emo
tional ties with prospective adoptive parents 
while in the care of such parents as a foster 
child, a reasonable, but unsuccessful, effort 
has been made to place the child with ap
propriate adoptive parents without providing 

· adoptive assistance under this section. 
"(d) Notwithstanding any other provision 

of this part, no adoption assistance payment 
under a State plan approved under this part 
shall be made pursuant to any adoption as
sistance agreement entered into after Sep
tember 30, 1983. 

"AUTHORIZATION OF APPROPRIATIONS 

"SEC. 473. For the purpose of carrying out 
this part, other than section 476, there are 
authorized to be appropriated for each fiscal 
year ( commencing with the fiscal year which 
begins October 1, 1978) such sums as may 
be necessary. 

"PAYMENTS TO STATES; ALLOTMENTS 
TO STATES 

"SEC. 474. (a) For each quarter beginning 
after September 30, 1978, each State which 
has a plan approved under this part (sub
ject to the limitations imposed by subsection 
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(b)) shall be entitled to a. payment equal to 
the sum of-

"(1) a.n a.mount equal to the Federal medi
cal assistance percentage (a.s defined in sec
tion 1905(b) of this Act) of the total a.mount 
expended during such quarter a.s foster ca.re 
maintenance payments under section 471 
for children in foster family homes or child
care institutions; plus 

"(2) a.n a.mount equal to the Federal medi
cal assistance percentage (a.s defined in sec
tion 1905(b) of this Act) of the total a.mount 
expended during such quarter a.s adoption 
assistance payments under section 472 pur
suant to adoption assistance agreements en
tered into prior to October l, 1983; plus 

"(3) an a.mount equal to the sum of the 
following proportions of the total a.mounts 
expended during such quarter a.s found 
necessary by the Secretary for the proper and 
efficient administration of the State pla.n-

"(A) 75 per centum of so much of such 
expenditures a.s a.re for the training (includ
ing both short- and long-term training at 
e·duca.tiona.l institutions through grants to 
such institutions or by direct financial as
sistance to students enrolled in such insti
tutions) of personnel employed or preparing 
for employment by the State agency or by the 
local agency administering the plan in the 
political subdivision, and 

"(B) one-ha.If of the remainder of such ex
penditures. 

" ( b) ( 1 ) Notwi thsta.nding the provisions 
of subsection (a.) (1) and (a.) (3), with re
spect to expenditures relating to foster ca.re, 
the aggregate of the sums payable to any 
State thereunder, with respect to expendi
tures relating to foster ca.re, for the calendar 
quarters in any fiscal year shall not exceed 
the State's allotment for such year. 

"(2) For purposes of this subsection, a 
State's allotment for the fiscal year ending 
September 30, 1978, shall be equal to the 
a.mount of the Federal funds payable to such 
State under section 403 on account of ex
penditures for aid with respect to which Fed
eral financial participation is authorized pur
suant to section 408 (including administra
tive expenditures attributable to the provi
sion of such a.id). In the event that there is a. 
dispute between any State and the Secretary 
as to the a.mount o! such expenditures for 
such fiscal year, then, until the beginning of 
the fiscal year immediately following the fis
cal year in which the dispute is finally re
solved, the a.mount of the States' allotment 
for such fiscal year shall be deemed to be 
the a.mount of Federal funds which would 
have been payable under such section 403 if 
the a.mount of such expenditures were equal 
to the a.mount thereof claimed by the State. 

"(3) (A) For the ti.sea.I year 1979, the allot
ment of ea.ch State shall be equal to 120 per 
centum of its allotment for the preceding 
year or (if greater) the a.mount provided 
under s~bpara.graph (B). For the fiscal yea.rs 
1980, 1981, 1982, and 1983 the allotment of 
each State shall b~ equal to 110 per centum 
of the a.mount of its allotment for the pre
ceding fiscal year, or (if greater) the a.mount 
provided under subparagraph (B). For the 
fiscal year 1984 and ea.ch fiscal year there
after, the allotment of each State shall be 
equal to its allotment for the fiscal year 
1983, or (if greater) the amount provided 
under subpa.ra.gra.ph (B). 

"(B) The amount of any State's allotment, 
for any fiscal year referred to in subpara
graph (A), shall be the amount determined 
under such para.graph or (if greater) an 
amount which bears the same ratio to $100,-
000,000 as the under age twenty-one popula
tion of such State bears to the under age 
twenty-one population of the fifty States and 
the District of Columbia.. The Secretary shall 
promulgate the a.mount of ea.ch State's allot
ment, for the fiscal year 1979, not later than 
thirty days after the date o! enactment of 
this pa.rt, and for any succeeding fiscal year, 
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prior to the first day o! the third month o! 
the preceding fiscal year, on the basis of the 
most recent satisfactory data. available from 
the Department of Commerce. 

" (C) For the fiscal year 1979, and ea.ch fiscal 
year thereafter, sums a.va.ila.ble to a State 
from its allotment under subsection (b) for 
carrying out this pa.rt, which the State does 
not claim as reimbursement for expenditures 
in such year pursuant to subsection (a) of 
this section, may be claimed by the State as 
reimbursement for expenditures in such year 
pursuant to pa.rt B of this title, in addition 
to such sums a.va.ila.ble pursuant to section 

.... 420 for carrying out that part. 
"DEFINITIONS 

"SEC. 475. As used in this pa.rt or pa.rt B of 
this title: 

"(1) The term 'case plan• means a. written 
document which includes at least the follow
ing information: a description of the type of 
home or institution in which a. child is to be 
placed, including a discussion of the appro
priateness of the placement and how the 
agency which is responsible for the child 
plans to carry out the Judicial determination 
ma.de with respect to the child in accordance 
with section 47l(a) (l); a plan of services 
that will be provided to the pa.rents, child, 
and foster pa.rents in order to improve the 
conditions in the pa.rents' home, facilitate 
return of the child to his own home or the 
permanent placement of the child, and ad
dress the needs of the child while in foster 
ca.re, including a. discussion of the appropri
ateness of the services that have been pro
vided to the child under the plan. 

"(2) The term 'pa.rents' means biological or 
adoptive parents or· legal guardians, a.s de
termined by applicable State law. 

" ( 3) The term 'adoption assistance agree
ment' means a. written and consensual agree
ment, ·binding on the parties to the agree
ment, between the State agency, other rele
vant agencies, and the prospective adopting 
parents of a. minor which specifies, at a. mini
mum, the amounts of the adoption assistance 
payments and any additional services and 
assistance which a.re to be provided as part 
of such agreement. 

"(4) The term 'foster ca.re maintenance 
payments' means payments to cover the cost 
of (and the cost of providing) food, clothing, 
shelter, daily supervision, school supplies, a. 
child's personal incidentals, lia.bllity insur
ance with respect to a child, and reasonable 
travel to the child's home for visitation. In 
the case of institutional care, such term shall 
include the reasonable costs of administra
tion and operation of such institution as are 
necessarily required to provide the items 
described in the preceding sentence. 
"TECHNICAL ASSISTANCE; DATA COLLECTION AND 

EVALUATION 

"SEC. 476. (a) The Secretary may provide 
technical assistance to the States to assist 
them to develop the programs authorized 
under thls part and shall periodically ( 1) 
evaluate the programs authorized under this 
pa.rt and part B of this title and (2) col
lect and publish data pertaining to the inci
dence and characteristics of foster care and 
adoptions in this country. 

"(b) Ea.ch State shall submit statistical 
reports as the Secretary may require with 
respect to children for whom payments are 
made unde:i; this part containing informa
tion with respect to such children includ
ing legal status, demographic characteristics, 
location, and length of any stay in foster 
care.". 

(2) (A) Effective with respect to expend
itures made after September 30, 1978, sec
tion 408 of the Social Security Act ls, sub
ject to subparagraph (B), repealed. 

(2) (B) The repeal made by subparagraph 
(A) shall not be appllcable in the case of 
any State !or any quarter prior to the first 
quarter, which begins after September 30, 

1978, in which such State has in effect a. 
State plan approved under part E o! the 
Social Security Act, or (if earlier), such 
repeal _shall be effective with respect to ex
penditures made after September 30, 1979. 
During any period with respect to which the 
repeal made by para.graph ( 1) is not ap
pllcable in the case of a State, the aggregate 
of the sums payable to the State, under the 
State's plan approved under pa.rt A of title 
IV of the Social Security Act, with respect 
to expenditures (including administrative 
expenditures) authorized or incurred by rea
son of the provisions of section 408 of such 
Act shall not exceed the amount of the al
lotment which such State would have had 
for such period under section 474 (b) if such 
State had had an approved plan under 
part E of such title IV. 

(3) For the first fiscal year with respect 
to which there is appropriated under section 
420 of the Socia.I Security Act a sum which 
is subject to the restriction authorized un
der section 428(a) of such Act, any admin
istrative expenses incurred by a State, under 
its State plan approved under pa.rt E of such 
Act, for any of the purposes described in 
section 428(b) (1) of such Act shall be sub
ject to Federal financial participation under 
such pa.rt E without regard to whether the 
inclusion of such expenditures could cause 
the total of such State's expenditures under 
such plan (insofar as it relates to foster 
care) to exceed the amount of the State's 
allotment, imposed by section 474(b) of such 
Act, for such fiscal year. 

(4) Unless otherwise specified, the amend
ments made by this section shall be effective 
on and after October 1, 1978. 

(b) (1) Section 423 (including the cap
tion thereto) is a.mended to read as fol
lows: 

"FEDERAL SHARE 

"SEc. 423. The 'Federal share' for any State 
shall, effective on and after October 1, 1978, 
be 75 per centum.". 

( 2) Section 425 is a.mended by adding 
at the end thereof the following new sen
tence: "Expenditures made by a State for 
any calendar quarter which begins after 
September 30, 1978, for foster care services 
which do not constitute child welfare services 
shall be treated, for purposes of ma.king Fed
eral payments under this pa.rt with respect 
to expenditures for child welfare services, as 
if such foster care services did constitute 
child welfare services; except that, the 
amount payable to the State with respect 
to expenditures made for child welfare 
services and for foster ca.re services during 
any such quarter shall not exceed 100 per 
centum of the amount of the expenditures 
made for child welfare services as deter
mined without regard to this sentence.". 

( 3) Part B is further a.mended by adding 
at the end thereof the following new sec
tion: 
"LIMITATION ON PAYMENTS WITH RESPECT TO 

FOSTER CARE 

"SEC. 427. Notwithstanding any other pro
vision of this pa.rt, if for any fiscal year 
which begins after September 30, 1978, there 
is appropriated under section 420 an a.mount. 
in excess of the amount appropriated for 
the fiscal year ending on September 30, 1978, 
the amount payable to any State for expend
itures made to provide child welfare serv
ices in the form of foster care maintenance 
payments in foster family homes or other 
foster care faclllties, shall not exceed the 
a.mount of its allotment (before applica
tion of the provisions of section 424) under 
this part for the fiscal year ending Septem
ber 30, 1978. Funds made available to any 
State pursuant to section 474(c) shall be 
subject to the limitation imposed by the 
preceding sentence.". 

(4) Section 425 of such Act ls amended by 
inserting "(a)" immediately after "SEC. 425." 
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a.nd by adding at the end thereof the follow
ing new subsection: 

"(b) Funds expended by a State for any 
calendar quarter to comply with the statis
tical report required by section 476(b), and 
funds expended with i:espect to nonrecur
ring costs of adoption proceedings in the 
case of children placed for adoption with 
respect to whom assistance is provided 
under a State plan for adoption assistance 
approved under part E of this title, shall 
be deemed to have been expended for child 
welfare services.". 

CASE REVIEW AND OTHER SERVICES FOR 
CHILDREN IN FOSTER CARE 

( c) Part B ls amended by adding after 
section 427 (as added by subsection (b) (3) 
of this section) the following new sections: 

"PORTIONS OF INCREASED ALLOTMENTS TO BE 
USED FOR CERTAIN SERVICES 

"SEc. 428. (a) (1) If, for any fiscal year 
after 1978 there ls appropriated under sec
tion 420 a sum ti:i excess of the sum appro
priated thereunder for the fiscal year 1978, 
the appropriation Act by which such sum ls 
appropriated may set aside the amount of 
such excess necessary for the carrying out of 
the activities and programs described in sub
sections (b} and (c). 

"(2) Whenever a specified amount of the 
sum appropriated under section 420 for any 
fiscal year ls set aside pursuant to para
graph (1), the allotment of each State for 
such fiscal year shall be adjusted accord
ingly so as to restrict the . availability of 
funds to the carrying out of the activities 
and programs described in subsections (b) 
and (c). 

"(b) For the first year that any amount of 
a State's allotment is restricted under sub
section (a) (2), the amount so restricted may, 
except as provided in subsection ( c), be ex
pended only for the following purposes (and 
amounts so expended shall be conclusively 
presumed to be expended for child welfare 
services) : 

" ( 1) for the purpose of conducting an 
inventory of all children who have been in 
foster care under the responslblllty of the 
State for a period of six months preceding the 
inventory; for the purpose of deterinlnlng 
the appropriateness of, and necessity for, the 
current foster placement, whether the · child 
can be or should be returned to his parents 
or should be freed for adoption, and the serv
ices necessary to facllltate either the return 
of the child or the placement of the child for 
adoption or legal gu·ardlanship; 

"(2) for the purpose of designing and 
.developing to the satisfaction of the 
Secretary-

" (A) a statewide information system 
from which the status, demographic char
acteristics, location, and goals for the place
rr.ent of every chtrd in foster care or who 
has been in such care within the preceding 
twelve months can readily be determined; 
· "(B) a case review system for each child 
receiving foster care under the supervision 
of the State; and 

"(C) a service program designed to help · 
children remain with their famllles and, 
where appropriate, help children return to 
families from which they have been re
moved or be placed for adoption or legal 
guardianship .. 

" ( c) For any fiscal year ( after the first 
fiscal -year) that any amount of a State's 
allotment ls restricted under subsection (a) 
(2), the amount so restricted may be ·ex
pended only for the implementation and 
operation of the systems and programs de
i;cribed in subsection (b) (2) (and amounts 
for such purposes shall be conclusively pre
sumed to be expended for child welfare serv
ices). In the case of any State which has 
completed an inventory of the type specified 
in subsection (b) (1) and the design and de
velopment of the program and systeins re-

!erred to in subsection (b) (2) prior to the 
first fiscal year referred to in subsection (b) , 
or at any time prior to the end of such fiscal · 
year, the amount of such State's allotment 
which is restricted under subsection (a) (2) 
may thereafter be used for the purposes 
specified in the first sentence of this sub
section. 

"(d) (1) As used in subsection (b) (2) (B), 
the term 'case review system' means a pro
cedure for assuring that-

"(A) each child has a case plan designed 
to achieve placement in the least restrictive 
(most family-like) setting available and in 
close proximity to the parents' home, con
sistent with the- best interest and special 
needs of the child, 

"(B) the status of each child is reviewed 
periodically but no less frequently than once 
every twelve . months by either a court or 
by administrative review (as defined in 
paragraph (2)) in order to determine the 
continuing necessity for and appropriate
ness of the placement, the extent of compli
ance with the case plan, and the extent of 
progress which has been made toward allevi
ating or mitigating the causes necessitating 
placement in foster care, and to project a 
likely date by which the child may be re
turned to the home or placed for adoption 
or legal guardianship, and 

"(C) with respect to each such child, pro
cedural safeguards will be applied, among 
other things, to assure each child in foster 
care under the supervision of the State of a 
dispositional hearing to be held, in a family 
or Juvenile court or another court (includ
ing a tribal court) of competent Jurisdic
tion, or by an administrative body appointed 
by the court, no later than twenty-four 
months after the original placement, which 
hearing shall determine the future status of 
the child; and procedural safeguards shall 
also be applied with respect to parental 
rights, to the removal of the child from the 
home of his parents, to a change in the 
child's placement, and to any determination 
affecting visitation privileges of parents. 

"(2) As used in para.graph (1) (B}, the 
term 'administrative review' means a review 
open to the participation of the parents of 
the child, conducted · by a panel of appro
priate persons at least one of whom is not 
responsible for· the case mana.genient of, or 
the delivery of services to, either the child 
or the pa.rents . who are the subject of the 
review. 
"PAYMENTS TO INDIAN TRIBAL ORGANIZATIONS 

"SEc. 429. (a) The Secretary may, in ap
propriate cases (as determined by the Secre
tary) make payments under this part directly 
to an Indian tribal organization within any 
Stiate which has a plan for child-welfare serv
ices approved under this pa.rt. Such payments 
shall be made in. such manner and in such 
amounts as the Secretary determines to be 
appropriate. 

'J(b) Amounts pa.id under subsection (a) 
shall be deemed to be a pa.rt of the allotment 
(as determined under section 421). for the 
State in which such Indian tribal organiza
tion is located. 

" ( c) For purposes of this section-
" ( l} the term 'tribal organization' means 

the recognized governing body of any Indian 
tribe, or any legally established organization 
of Indians which is controlled, sanctioned. 
or chartered by such governing body; and 

"(2) the term 'Indian tribe' means any 
tribe, band, natlo:n, or other organized group 
or community of Indians (including any 
Alaska Native village or regional or village 
corporation as defined in or established pur
suant to the Alaska Native Claims Settlement 
Act (Public Law 92-203; 85 Stat. 688)) which 
(A) ls recognized as eligible for the special 
programs and service_s provided by the United 
States to Indians because of their status as 
Indians, or (B) ls located on, or in proximity 
to, a. Federal or State reservation or 
rancherla. ". 

EARNED INCOME DISREGARD 

(d) (1) Section 402(a) (7) of the Social Se
curity Act ls amended by striking out "any 
expenses'' and inserting in lieu thereof "any 
child care expenses". 

(2) Section 402(a) (8) (A) (11) of the Social 
Security Act is amended to read as follows: 

"(1) in the case of earned income of a de
pendent child not included under clause (1), 
a relative receiving such aid, and any other 
individual (living in the same home as such 
relative and child} whose needs are taken 
into account in ma.king such determination, 
(I) the first $60 of earned income for indi
viduals who are employed at least forty hours 
per week, or at least thirty-five hours per 
week and a.re earning at least $92 per week, 
and (II) the first $30 of earned income for 
individuals not meeting the criteria of sub
clause (I), plus (III) in each case, one-third 
of up to $300 of additional earnings, and 
one-fifth of such additional earnings in ex
cess of $300, except that in each case an 
amount equal to the reasonable child care 
expenses incurred (subject to such limita
tions as the Secretary may prescribe in regu
lations) shall first be deducted before com
_puting such individual's earned income (ex
cept that the provisio;is of this clause (11) 
shall not apply to earned income derived 
from participation on a project maintained 
under the programs established by section 
432(b) (2) and (3)); and". 

On page 130, insert "Sec. 610. Adoption 
and Foster Ca.re, and Child Welfare Services." 
immediately below "Sec. 609. Northern 
Mariana Islands." 

(3) (A) The amendments made by this 
subsection shall become effective on Janu
ary 1, 1979. 

(B) A State plan for aid and services to 
needy families with children shall not be 
regarded as failing to comply with the re
quirements imposed with respect to ap
proved State plans under pa.rt A of title IV 
of the Social Security Act, and the a.mount 
payable to any State under such part shall 
not be decreased, solely because such State 
plan fa.Us to comply with the requirements 
of para.graph (7) or (8) of section 402(a) of 
the Social Security Act as in effect after the 
date of enactment of this Act and prior to 
January 1, 1979, if such State plan complies 
with the requirements of such paragraphs as 
amended by this section. 

Mr. MOYNIHAN. Mr. President, I 
submit this amendment on behalf of 
myself and Senators CRANSTON, RIEGLE, 
WILLIAMS, PELL, ANDERSON, BROOKE, 
DURKIN, and INOUYE, although it may 
be -that not each of those Senators will 
wish to support every item in the amend
ment. In particular, Senator CRANSTON 
and I did not have an adequate oppor
tunity over the weekend to consult all of 
our colleagues about . the portion of the 
amendment dealing with the earned in
come disregard; hence cosponsorship of 
the entire amendment does not neces
sarily imply agreement with that par
ticular provision. 

Mr. President, this amendment would 
· take the essential adoption assistance 
and child welfare provisions of title I 
of H.R. 7200, as reported by the Finance 
Committee a year ago, and put them in 
this tax bill. 

We would also put in this tax bill 
changes in the income disregard pro
visions of the AFDC program. This pro
vision has the support of both sides of 
the aisle. 

I recall it having been reported unani
mously from the Committee on Finance. 
It is of particular importance to the 
senior Senator from California, who, for 
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a decade, has sought this one central 
change. I can describe it in 30 seconds. 

At this time, the U.S. Government 
provides payments to families who pro
vide foster homes for children. By con
trast no payments are provided by the 
Fede~al Government for families which 
adopt children. This means that a fairly 
considerable range of families, for :fi
nancial reasons, is precluded from re
ceiving the benefits of the act. I think 
it is generally agreed that it is much 
more desirable that children be adopted 
than that they be boarded in foster 
homes. Many foster homes are wonder
ful institutions; but not all are. 

In any event, foster homes can never 
be a substitute for becoming part of a 
family, which occurs through adoption. 

There is an income limit of 115 per
cent of the median income wbich is a. 
cutoff point for all title XX services. 

This is a humane measure, and it is a 
measure which is overdue. It is some
thing we will be pleased to have done. 
Because of the condition of our calen
dar. It cannot be done under H.R. 7200. 

The provisions of the earned income 
disregard seem to me to be reasonable. 
The committee has approved that. They 
will balance the cost of the child adop
tion arrangements such that we can an
ticipate no net cost from this measure, 
and possibly even some marginal savings. 

I regret the necessary absence of Sen
ator CURTIS on this occasion. He has 
shown great interest in and support for 
these matters. Senator CURTIS has been 
singularly concerned with child adop
tion and child welfare, and were he not 
necessarily away from the Senate, I 
know that he would speak with great 
knowledge and passion with respect to 
this matter. 

I have no further remarks, Mr. Pres
ident, and I move the adoption of the 
amendment. 

Mr. MUSKIE. Mr. President, will the 
Senator yield on my time? 

Mr. MOYNIHAN. I yield. 
Mr. MUSKIE. We are trying· to deter

mine whatever revenue implications 
there are. I do not have the answer at 
this point. I wonder whether the Sen
ator from Louisiana has an answer to 
that question. 

Mr. CRANSTON. There is a reduction 
in the cost. 

Mr. MOYNIHAN. There is, in any 
event, no revenue reduction. 

Mr. MUSKIE. That is what I under-
stood. . 

Mr. LONG. In the long run, there 
would be a net saving of about $50 mil
lion a year. 

Mr. MUSKIE. I use this occasion to re
mind Senators that we have no money 
left in the bank for any further revenue 
reductions, and that is why these ques
tions are arising on the Hatch amend
ment on this one. 

I hope Senators will understand that 
it takes a little time to run this down. 

Mr. MOYNIHAN. And the law requires 
that the Senator from Maine make in
quiries. 

Mr. MUSKIE. I thank the Senator. 
Mr. MOYNIHAN. But I remind the 

Senator that he wrote the law. 
[Laughter.] 

Mr. MUSKIE. I have no objection to 
it. 

Mr. METZENBAUM. Mr. President, 
will the Senator from New York yield 
for a question? 

Mr. MOYNIHAN. I yield. 
Mr. METZENBAUM. I have difficulty 

in reading the entire amendment, but in 
the heading, it talks about "to amend the 
Internal Revenue Code of 1954, to reduce 
taxes, and for other purposes." 

Is there a reduction of income taxes? 
The Senator mentioned something about 
the earned income credit in this measure 
that I have not been able to pick up. In 
simply skimming it, is there any reduc
tion of income taxes? 

Mr. MOYNIHAN. No. 
Mr. METZENBAUM. No. 
Mr. MOYNIHAN. Of income taxes, no. 
Mr. METZENBAUM. Yes. the title 

is--
Mr. MOYNIHAN. That has to do with 

the nature of the amendment. 
Mr. METZENBAUM. With the present 

bill. All right. 
This only has to do with the adoption 

issue and the aid to dependent children 
payments that the Senator is talking 
about. 

Mr. MOYNIHAN. And the earned in
come disregard is moved around in the 
way the Senate did last year. These pro
visions are unchanged. The one change 
we made is 1977 to 1978. Otherwise, there 
is no change. 

Mr. METZENBAUM. All right. 
Mr. CRANSTON. Mr. President, the 

adoption and foster care provisions con
tained in our amendment constitute 
significant and important steps forward 
in an area which is vital to the inter
ests of hundreds of thousands of unfor
tunate children in this country. As my 
colleagues know, I have been working for 
the past 7 years toward enactment 
of adoption reform measures. On April 
24 of this year, President Carter signed 
into. law the first part of this endeavor
Public Law 95-266-which establishes 
the first national adoption provisions to 
facilitate the permanent placement of 
adoptable children with special needs. 

But, Mr. President, Public Law 95-266 
provides merely the mechanism to facili
tate this process. The really vital provi
sions for assisting families who want to 
adopt children with special needs are 
contained in this amendment in the pro
visions of title I of H.R. 7200. 

Mr. President, I share with my col
leagues some background on the develop
ment of these provisions. Last year--on 
July 26, 1977-I introduced in the Sen
ate, on behalf of the administration, the 
proposed "Child Welfare Amendments 
of 1977," S. 1928. This bill incorporated 
many of the provisions of my original 
proposed "Opportunities for Adoption 
Act of 1977." In addition to the adoption 
reform provisions, S. 1928 provided a 
major new initiative into the troubled 
area of federally funded foster care and 
child welfare programs. S. 1928 was 
referred to the Senate Finance Commit
tee, which incorporated virtually all of 
the adoption assistance provisions of S. 
1928 into H.R. 7200. After many months 
of discussions with Finance Cominittee 
members and their staffs, a number of 

the foster care and child welfare provi
sions of S. 1928 were also incorporated 
into H.R. '7200. 

Although H.R. 7200 as :finally reported 
by the Finance Committee did not ad
dress each of the foster care and child 
welfare issues contained in the admin
istration's proposal, it did contain many 
significant and important steps forward 
in this area. 

Mr. President, I would like to briefly 
outline the basic child welfare, foster 
care, and adoption provisions from H.R. 
7200, · as reported, which are also em
bodied in the amendment. 

ADOPTION ASSISTANCE PROVISIONS 

Mr. President, I would like :first to de
scribe the adoption assistance provisions 
in the amendment, and to express to the 
committee chairman (Mr. LoNG) and 
members of the committee my very deep 
gratitude to them for their action on 
H.R. 7200 in not only retaining nearly 
intact the adoption assistance provisions 
contained in S. 1928, but also for going 
one step further by correcting certain 
problem areas from S. 1928 relating to 
adoption which I had identified in my in
troJuctory remarks on that legislation. 
Those problems were: First, provisions 
which would have put a :financial ceiling 
on the new title IV-E funds available for 
adoption assistance payments, and sec
ond, provisions which did not take ac
count of significant emotional ties which 
a child might develop with the foster 
family with whom the child has resided. 

As I indicated at the time I introduced 
S. 1928 on behalf of the administration, 
I had a very serious reservation regard
ing the appropriateness of a ceiling on 
the proposed new title IV-E program 
with respect to adoption. 

Under the IV-E program proposed by 
the administration, foster-care mainte
nance payments and adopiton assistance 
payments would have been funded out 
of the same entitlement and subjected 
to the same ceiling. While legitimate pol
icy arguments could be made to support 
a ceiling on foster-care maintenance as 
a means to discourage unnecessary 
foster-care placements, no such policy 
argument supports placing a ceiling on 
adoption assistance payments. 

Unlike foster-care placements, there is 
no policy reason to discourage adoption 
placements. Similarly, unlike foster-care 
placements, there is no expectation or 
desire for the child to be moved out of 
the placement, thereby freeing up funds 
for new children. Adoption placements 
are permanent and are intended to be so. 
Moreover, unless the circumstances of 
the family change, these payments would 
normally continue until the age of 
majority. 

Mr. President, at the time of intro
duction of S. 1928, I expressed my be
lief that placing a ceiling on adoption 
assistance payments under the proposed 
new part E was not productive and not 
in the best interests of the children in-
volved. · 

Mr. President, I was most pleased that 
the Finance Cominittee seriously consid
ered this problem and in its reported 
bill placed no restrictive ceiling on pay
ments for adoption assistance. I applaud 
this action. 
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The committee dealt with the second 
problem, Mr. President-the need to rec
ognize and support the special relation
ships developed between long-term fos
ter parents and their prospective adopted 
child-by acting in an equally respon
sible and compassionate manner. The 
committee added new language in new 
section 472(c) (2) (B-) to exempt cases 
where there are significant emotional 
ties between foster children newly elig
ible for adoption and their parents, from 
the requirement that reasonable efforts 
be made to locate adoptive placements 
for special needs children where it is 
not necessary to provide an adoption 
assistance payment. 

RELATIONSHIP TO PUBLIC LAW 95-266 

Mr. President, I would like to discuss 
the adoption assistance provisions of 
this amendment and H.R. 7200 as re
ported in the context of my work in the 
area of adoption reform and enactment 
of Public Law 95-266. These adoption 
provisions build on and provide financing 
for legislative concepts which I have been 
working to develop over the past few 
years and which I introduced in this Con
gress as S. 961, the proposed "Oppor
tunities for Adoption Act of 1977." 
· I introduced S. 961 on March 9, 1977. 
It represented the culmination of more 
than 5 years of research, drafting, coun
seling with experts in the adoption field, 
redrafting, and introduction into the leg
islative process-first, in the 93d Con
gress, and again in the 94th. The first 
hearing on the measure were held during 
the summer of 1975 by the former chair
man of the Senate Subcommittee on 
Children and Youth, now Vice President 
MONDALE, who was so pivotal in convinc
ing the administration to move in the 
direction embodied in S. 1928, the adop
tion provisions of which are generally 
a part of the amendment we are propos
ing today. When we were unsuccessful 
because of time pressures last Congress 
in securing Senate passage of the Oppor
tunities for Adoption Act. I reintroduced 
the new version-S. 961-in the 95th 
Congress. 

I called hearings on S. 961 as one of 
my first actions as chairman of the 
newly designated Subcommittee on Child 
and Human Development of the Human 
Resources Committee. The hearings dra
matically demonstrated the disincentives 
to adoption inherent in our present 
foster-care system, and demonstrated as 
well that there are many compassionate 
adults who are eager to shower love and 
affection on children with special needs, 
if only they could be freed from the limbo . 
of foster ·care. The hearings increased 
my own enthusiasm about the prospect 
of providing more meaningful and stable 
lives for many of these youngsters who 
in the present system have no hope of 
ever returning to their homes of birth, 
and for making a real difference in the 
otherwise uncertain, too · often hopeless, 
lives of thousands of children. 

On April 12, the provisions of S. 961 
were passed by the Senate, and were 
signed into law by President Carter as 
Public Law 95-266. 

The purpose of Public Law 95-266 is to 
facilitate the removal of barriers to inter-

state adoptions, to facilitate the place
ment of children with special needs in 
permanent adoptive homes, and to pave 
the way for financial assistance for the 
medical care and other necessities re
quired for these children. Although 
Public Law 95-266 provides for overall 
reform in the adoption process, the 
amendment before us would today pro
vide the necessary funding mechanism 
for the financial assistance which is so· 
crucial to children with special needs
both by granting them medicaid eligibil
ity, under title XIX of the Social Security 
Act, and providing maintenance assist
ance through the use of the Social Se
curity Act's title IV-A-proposed to be
come IV-E-entitlement provisions. 

DEFINITION OF "SPECIAL NEEDS CHILDREN" 

Mr. President, it is important at the 
outset of our discussion of the adoption 
assistance provisions to state exactly 
which children this amendment is at
tempting to assist. We are not talking 
about the adoption of healthy infants. 
We are talking about assisting parents 
who want to adopt "special needs chil
dren" who would be unable to be placed 
in adoption without the benefit of 
assistance. 

median income for a · family of four
adjusted for family size, including the 
size of the family after adoption-in ac
cordance with regulations of the Secre
tary which take into account special cir
cumstances. Although philosophically I 
have difficulty with the notion of includ
ing a means test in any adoption reform 
policy, I feel that the overall merits of 
this proposal far outweigh the demerits 
of including -a means test for adoption 
assistance. 

It has always been my view that adop
tion assistance should be tied to the 
needs of the child, and not to the income 
level of the adoptive parents. Studies 
have shown that 80 percent of the fam
ilies who adopt children with special 
needs have biological children of their 
own, and often opt to have children in 
need of adoption join their families 
rather than to bring more children into 
the world. 

The hearings on S. 961 dramatically 
demonstrated that there are many fam
ilies . willing to adopt so-called hard-to
place children and who do so at great 
saerifices. In determining how much of 
themselves and their families they can 
contribute to an adopted special-needs 
child, they must consider their commit
ments to other members of their family. 
I do not believe that these extraordinary 
people should be required to lower the 
standard of living for their other chil
dren in order to take on the burden, 
albeit a living one, of adopting a special
needs child. 

SPECIAL CIRCUMSTANCES 

They are the children like those we 
heard about during our work on Public 
Law 95-266--Jenny, who was adopted at 
age 3 after having been mistakenly diag
nosed as mentally retarded, who was 
legally blind and had deformed hands
she is now a top student in her third 
grade class; Barbara, adopted at age 6 
after having lived her life in a con
valescent home for crippled children I do feel, however, that the commit
because of a variety of birth defects; tee's inclusion-provided in the amend
John and William, teenage brothers ment as well-of the all important "spe-. 
emotionally scarred by years in and out cial circumstances" provision would pro
of foster care. vide for sufficient flexibility for dealing 

Mr. President, as I indicated earlier, with this issue. For purposes of legisla
H.R. 7200 as reported from the Finance tive history, I would like to provide ex
Committee provided the necessary fund- amples of the kinds of circumstances 
ing mechanism for the financial as- which I feel can be taken into considera
sistance which is so crucial to these tion under this provision. They include 
children with special needs. the following: 

The financing of adoption assistance A child with special needs who has 
through title IV and XIX of the Social been living with and has developed emo
Security Act is truly a giant step forward tional ties to a foster family whose in
for children who would benefit by adop- come is above the means test level, and 
tion. which family would have to lower its own 

I want to point out, too, Mr. President, standard of living to continue having 
that such financing not only will be of that child live with them in an adoptive 
enormous benefit to children with special situation. Such special circumstances 
needs, but should even save taxpayers might also include the need for ex
money in the long run. since the high ti:aordinary dental assistance that might 
proportion of the adopted children who not otherwise be covered by medicaid: it 
these provisions will benefit in many in- might include special costs associated 
stances will require less assistance in with an incontinent child whose family 
adoptive placements than they would needed to buy new mattresses every few 
had they been relegated to spend the rest months; it might include special costs 
of their childhood in foster care. for new glasses for a child who con-

ADOPTioN ASSISTANCE PAYMENT stantly breaks the glasses provided for 
Mr. President, this amendment and . him. It should include too the factors of 

H.R. 7200 reported would provide for seasonal employment and :fluctuating 
Federal participation in adoption as- incomes. These are the kinds of special 
sistance payments through the proposed problems that are related to adopting 
new Part E of . title IV of the Social children with special needs that might 
Security Act. It would authorize federally not readily come to mind for those of us 
supported maintenance payments for who have not experienced such prob
adoption assistance, when a child with lems. 
special needs who had been eligible for I would like to also add, Mr. President 
foster care is adopted by parents whose that although the income limitation in 
income at the time of the adoption does the reported bill and the amendment 
not exceed 115 percent of the State provides that prospective adoptive par-
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ents not have an income exceeding 115 
percent of the median income, in my 
view, States certainly should not insti
tute any lower standard than that set 
forth in the Federal legislation. 

Mr. President, another aspect to be 
considered when discussing the means 
test is this-we must keep in mind that 
the higher the income of the adopting 
family, the less likely it is that the family 
will require an adoption assistance pay
ment to help care for their special-needs 
child. Conversely, the lower the income 
of the adopting family, the more likely 
it is that they will need greater assist
ance. So not only will it be more costly 
to follow a policy of placing a special
needs child with the lower income family, 
but such a policy will also create an in
centive to place the children most in need 
with the families that have the least re
sources of time and income to care for 
them. I certainly do not believe the Fed
eral Government wants to pursue or 
encourage that kind of a course. 

TERMS OF ADOPTION ASSISTANCE 

Mr. President, the amendment and the 
reported bill would also provide that the 
amount of the adoption assistance may 
not exceed the foster-care maintenance 
payment which would have been paid 
during the period if the child had been 
in a foster family home. I believe that 
this provision is most reasonable. It dem
onstrates, too, the cost effectiveness of 
the adoption assistance concept, in that 
the financial costs will never be greater 
than those associated with retaining a 
child in the least expensive setting in the 
foster-care system. 

New section 475 of the new part E sets 
forth the definition of adoption assist
ance agreements as meaning a binding, 
written, and consensual agreement be
tween the State agency and other rele
vant agencies and with the prospective 
adoptive parents of a child with special 
needs, which specifies the amounts of 
the adoption assistance and any social 
or other services and assistance which 
will be provided for the child pursuant to 
the adoption assistance agreement-such 
as assistance with certain legal costs and 
referrals and linkages to necessary social 
services and the agencies responsible for 
providing them. New section 472(a) (5) 
of the new part E would make it clear 
that the assistance may be provided be
fore an adoption becomes final while the 
child is residing in the home of the pro
spective adoptive parents. 

These provisions are derived from sec
tion 103 of S. 961 which sets forth condi
tions for adoption assistance agreements 
to be negotiated by the prospective adop
tive parents. Under the amendment now 
being off erect, the adoptive parents 
should have the right to reopen negotia
tions regarding the amount of the adop
tion assistance agreements when 
changes in circumstances, or an emer
gency, or an increase in the cost of 
care, necessitates a change. 

The adoptive assistance agreement 
provided for under the amendment and 
the reported bill would be entered into by 
the adoptive parents, the State agency 
involved in the adoption placement and 
other relevant agencies dealing with the 

needs of the child and the adoptive fam
ily. The agreement would spell out not 
only the terms, conditions, duration, and 
cost-of-living considerations surround
ing the adoption assistance payment, but 
would also include a description of the 
services and assistance to be provided by 
the :various agencies interested in the 
child's welfare. These other services 
might include services provided under 
title IV-B or other Federal or local pro-
grams. > 

These provisions in the amendment 
and the reported bill are derived from 

v the provisions of section 103 (b) (2) of S. 
961 as reported, which provided that. 
adoption assistance agreements should 
involve, to the maximum extent feasible, 
all parties and agencies which may be or 
have been providing assistance or serv
ices to the child. This provision was de
signed to provide the maximum coordi
nation, continuity, and unification in the 
provision of the necessary services and 
assistance by val:ious agencies. Section 
103 (a) (3) (B) of S. 961 as reported spe
cifically provided that funds may be 
utilized both to assist parents in locat
ing, and where alternative supports is not 
reasonably available, defraying the cost 
of, postplacemerit and postadoption 
special services for children as a result of 
conditions which existed prior to their 
placement or adoption. Under the provi
sions of the amendment and the :reported 
bill, these services, if not available under 
other programs, could-and, I believe, 
should-be provided through child wel
fare services funds under title IV-B. 
SPECIFiCATION OF INTERSTATE RIGHTS UNDER 

ADOPTION ASSISTANCE AGREEMENTS 

An additional-and sometimes very 
important-factor which should be 
spelled out in any adoption assistance 
agreement is the obligations of the par
ties if the adopting family moves from 
one State to another. Testimony in the 
hearings on S. 761 indicate that this is 
sometimes a crucial problem. In some 
cases, families which have moved from 
one State to another unexpectedly found 
that their adoption assistance had been 
terminated because of their move. 

Although the amendment and the re
ported bill do not provide that the adop
tion assistance payments must follow a 
family movinr from one State to another, 
this is obviously a highly desirable re
quirement to insure stability and con
tinuity. In any event, the adoption as
sistance agreement should certainly in
dicate under what conditions such as
sistance might be terminated and specif
ically whether it would continue if the 
family moved out of the State. Clearly, 
however, if the child was eligible for 
medical assistance under the medicaid 
provisions of this proposal, such as
sistance would not be in any way affected 
by the family moving into another State. 
Even if the receiving State had opted to 
limit medicaid coverage whereas the 
originating State had not, it would be 
the obligation of that State and the Fed
eral Government to make good the 
promise of full medicaid eligibility for 
that child in' a situation where the 
adopting family moves. 

Mr. President, let me give an example 

of why I view this matter of interstate 
obligations as being so important. During 
our hearings on S. 961, the parents of 
little Jenny, about whom I spoke earlier 
in my remarks, testified to their first
hand experienc-e of what happens when 
the obligations of two States involved in 
an interstate placement are not estab
lished at the outset. Jenny's mother tes
tified as fallows: 

Let me give you a vivid example of a road
block we had that scared both Allen and my
self tremendously. 

Jenny came down here from New York to 
Virginia; one of her hands was deformed 
badly, and we had been told that she needed 
a. series of operations, starting right a.way. 
This was a.bout 2 months after we had Jenny. 

So we found a. doctor, a very capable doc
tor. He said that he was w1111ng to perform 
the operations. We told him a.bout our finan
cial situation. He said that did not really 
matter, that he would go a.head with it any
way. 

We wrote to New York State, saying is there 
any money you could give us to help with 
Jenny's handicaps, and they wrote back say
ing no, that we were unfortunately ineligible, 
because she was no longer a. ward of New 
York State. 

So then, I started in ~t Richmond, saying, 
"Now we a.re going to live here in Richmond. 
Could you help us out?" And they said no, 
that she was the responsib111ty of New York. 

It ca.me down to the morning of Jenny's 
operation, and the nurse ca.me up to Allen 
and myself and said, "Would you like to sign 
the papers?" for the release of Jenny's oper
ation, and we said, "No. She is not ours." 

Now, when a. child is placed in your home, 
that is exactly what it is; she is placed. She 
is not ours. We could not adopt Jenny for 
a. good year after we got her. It took 1 year 
by the time we adopted her. So we had no 
legAl right to sign any papers for an 
operation. 

But yet, New York State was not going 
to help us, and Virginia claimed that it was 
not their responsib11ity. So we. signed the 
papers, knowing full well that if anything 
happened to Jenny in that operation, we 
could be in a. lot of trouble .. 

CONTINUATION OF ADOPTION ASSISTANCE 

The committee reported bill and our 
amendment would also provide for con
tinuation of the assistance payments 
through the age-18-at which an un
emancipated handicapped child would 
be eligible in his own right for other 
Federal assistance, such as SSI, or eligi
ble in his own right for medicaid as a 
disabled recipient of SSI. 

Mr. President, I believe this continuity
of-support aspect is most important, 
especially regarding handicapped chil
dren. During hearings on the proposed 
Opportunities for Adoption Act in 1975, 
we received strong testimony which co
gently demonstrated the case for not 
arbitrarily cutting off assistance for chil
dren with the most severe needs. Here is 
what we were told by Mark and Patricia 
Kravik: 

• • • the term children with special 
needs • • • is satisfactory when we are 
discussing 99 percent of the children foz, 
whom adoption subsidies were designed: 
the older child, sibling groups, or chil
dren with mild or correctible handi
capping conditions. All these needs can 
be met by a short-term subsidy or one 
time payment to meet a specific need. 
For a very minute number of children, 
however, the nature of their handi-
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capping condition is so severe that they 
will always remain in a state of finan
cial, legal, and physical dependency. As 
one foster parent of a Down's syndrome 
child candidly stated: "It won't mean a 
damn thing when Lisa turns 18." Simi
larly, a chronological age of 18 years is 
of no consequence to the child with cystic 
fibrosis, spina bifida, or cerebral palsy. 
These conditions do not terminate on a 
child's 18th birthday as this legislation 
implies. To tell a prospective adoptive 
parent that any assistance for this child's 
special need will totally disappear at age 
18 is definitely a deterrent for adoption. 
In the case of the child with cystic fibro
sis or spina bifida the parents will still 
be confronted annually by thousands of 
dollars of medical and hospital bills
bills for which no insurance company 
will accept coverage since these are pre
existing conditions. 

As adoptive parents in this same posi
tion we have personally contacted over 
50 insurance companies both locally and 
nationally in an attempt to obtain medi
cal-hospitalization insurance coverage 
for our little boy who is brain damaged. 
The response was consistently negative. 
For any chronic, noncorrectable, major 
medical or handicapping conditioning of 
a preexisting nature they could not pro
vide coverage either prior to or after 
age 18. Our little boy has already under
gone massive seizures requiring medica
tion, two operations involving major 
brain surgery, 3 months of hospitaliza
tion, and extensive physical and speech 
therapy. Doctors have informed us that 
it is not only possible but quite likely 
that he will undergo future seizures re
quiring further brain surgery and hos
pitalization. This can as easily occur after 
his 18th birthday as before. If it happens 
after 18, however, we will be faced with 
insurmountable medical costs. This is a 
real fear, a real deterrent to adoption 
for the parent of a child with a severe 
handicapping condition or permanent 
medical problem. Our child has an IQ 
in the range of 35-40, he will always re
quire the care and shelter of our home 
and family. We fully understand what 
this challenge of parenting on a perma
nent basis involves. What we cannot ac
cept are the insurmountable costs that 
medical treatment, hospitalization, ther
apy programs, or rehabilitative services 
will require for the moderately to se
verely handicapped child such as ours 
after age 18. 

In a recent survey conducted by the 
Montgomery County Association for 
Retarded Citizens in Maryland the great
est problem articulated by biological 
families of handicapped children was · 
the ultimate concern, not for the imme
diate needs of the handicapped child, 
but for his or her future as a handi
capped adult. The greatest obstacle to 
biological families is likewise the great
est obstacle to adoptive families. The 
''foreverness" of a burden is something 
no one can accept. As adoptive parents 
we are willing to accept part of that bur
den-the aspect of parenting for a life
time. What we cannot carry, in these 
times of diminishing resources and eco
nomic inflation, is the insurmountable 
financial burden of extensive medical 

and therapeutic services that our child 
will continue to require after 18 years. 

We personally know a number of 
foster families who would be ready to
morrow to adopt if they had these reas
surances for extended support services 
after age 18: Kathy, a 2-year-old spina 
bifida child in Virginia; Timmy, a deaf 
and retarded baby in Virginia; Larry, an 
autistic 4-year-old with severe behavioral 
problems in Virginia; Lisa, a 3-year-old 
with Down's Syndrome in Maryland; 
Brian, a blind and retarded 4-year-old 
in Washington, D.C., and Laurie, a devel
opmentally disabled 2-year-old perma
:pently paralyzed from the waist down 
in Washington, D.C. 

These are precisely the children that 
this legislation should be facilitating the 
adoption of. In the past because of their 
double burden of homelessness combined 
with a severe handicapping or medical 
condition they were for the most part 
shunted into State institutions, ware
houses for human beings. Instead, we 
have today foster families coming forth 
saying they want to adopt these children 
right now if they are given the neces
sary extended support services. Not to 
give them the long term services that 
would make this legislation truly effective 
in terms of facilitating adoption is con
demning these children to lifetime faster 
care and/or institutionalization instead 
of the permanent adoptive families which 
they deserve. 

VOLUNTARY REPORTING 

Mr. President, in conjunction with the 
means test, included in new section 472 
(a) (2) of new part E, for adoption as
sistance agreements, provisions are in
cluded in section 472(a) (4) which would 
require voluntary reporting by the adop
tive parents to keep the State or local 
agency administering the adoption as
sistance· program informed of circum
stances which would make them ineli
gible for such assistance-for ·instance, 
if their income was substantially in
creased. Mr. President, in S. 961 we in
cluded a provision that parents make 
periodic declarations of the need for 
continuing adoption assistance, and the 
Human Resources Committee report 
called for protecting the privacy of the 
parents with respect to any investigations 
into these declarations. 

It was my understanding in introduc
ing S. 1928 that those protections were 
applicable to the voluntary reporting 
provisions of that bill as well, and are 
also applicable to this amendment. 
There should · be the least possible inter
vention in the life of the adoptive family 
by the State or the local agency-it is 
certainly not our intention that adoptive 
parents have monitors come into their 
homes to carry out this provision. 

Another concern arising out of this 
section might be that it might lead to an 
automatic disqualification of prospective 
adoptive families whose incomes are just 
below, or have the potential to be raised 
just above, the income cutoff for adop
tion assistance eligibility. This in turn 
could provide . a disincentive to adop
tion-exactly 'the situation we are trying 
to correct by "this legislation-unless the 
family understands that the assistance 
payment can continue, even if reduced 

on a sliding phase-out scale, until such 
time as the family's income reaches gen

. erally about 125 percent of the adjusted 
median income. 

I would expect that such an arrange
ment could be considered one of the 
"special circumstances" to be taken into 
account when establishing a family's eli
gibility, in accordance with the second 
sentence of new section 472 (a) (2) of the 
new part E. Otherwise, when foster par
ents find themselves just at the cutoff 
level, they might be forced to choose 
whether to adopt a child in their care 
and fore go a promotion or new job that 
would benefit their other children, or 
keep the child in a faster-care arrange
ment so they can be assured of the con
tinuation of the foster-care maintenance 
assistance. Again, I think this is an 
intolerable alternative with which to 
confront these families. 

On the other hand, Mr. President, 
where an adoptive parent's income is 
significantly higher, the amount of the 
actual assistance payment necessarily 
should become sufficiently small so that 
the impact of the eventual complete cut
off of the adoption assistance payment 
will be minimal in comparison to the 
expected income gain from a promotion, 
new job, or renewed seasonal work, and 
should not act as a disincentive to those 
parents to working for their own and 
their family's advancement. 

SINGLE-PARENT ADOPTIONS 

Mr. President, the Finance Committee 
bill and this amendment also would 
include single parents as eligible for 
assistance under this legislation on 
behalf of their adopted child. This is an 
important addition to the adoption pro
visions of the reported bill, since it gives 
Federal recognition and approval to the 
practice of allowing individuals, as well 
as couples, to adopt children. 

In my remarks today, in describing 
just who are the children this legislation 
seeks to assist, I gave the example of the 
6-year-old child who had lived all her 
life in a convalescent home for crippled 
children because of a variety of birth 
defects. I think it is fitting to point out, 
Mr. President, that this child was 
adopted by a single parent who is a 
pediatric nurse practitioner. I would 
hope that the inclusion of this provision 
in the new part E will serve as a model 
to those jurisdictions in our country 
which now overlook the possibilities of 
single-parent adoptions. I applaud and 
am grateful to the Finance Committee 
for its foresight and sensitivity in agree
ing to this addition which I proposed last 
year. 
MEDICAID ELIGIBILITY FOR SPECIAL NEEDS CHIL· 

DREN: A LANDMARK PROVISION 

MEDICAL ELIGIBILITY 

Mr. President, one of the major bene
fits affecting adoption reform included 
in H.R. 7200 as reported and in this 
amendment is to vest medicaid coverage 
in a child who was eligible for faster care 
and is later adopted, for medical condi
tions existing prior to adoption-or all 
medical conditions at the option of a 
State. I cannot overemphasi,ze the im
portance of this provision. Right now, 
children in foster care receive Federal 
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medicaid insurance to pay for serious 
medical and emotional problems. If 
these children are adopted, however, 
they automatically lose this medicaid as
sistance, and adopting parents often find 
that their own insurance carriers will 
not cover these prexisting · costs for an 
adopted child. This certainly is a "catch-
22" situation. 

Our amendment and H.R. 7200, as re
ported, would amend the law to permit 
medicaid benefits to follow the child into 
an adoption placement-limited, if the 
State so elects, to care for those medical 
conditions existing prior to adoption. 
Such a change will eliminate one of the 
worst disincentives to adoption, which 
one of the witnesses at our hearing on 
the proposed Opportunities for Adoption 
Act characterized as "a lilituation too 
bizarre to be believed.'! I want to paint 
out, too, Mr. President how important it 
is that there is no means test associated 
with these medicaid eligibility provisions 
and that the medicaid assistance would 
extend to the age-18-at which a dis
abled child can be eligible for medicaid 
and maintenance support through SSI 
eligibility. Mr. President, the Finance 
Committee last week ordered reported
in H.R. 9434-provisions in the proposed 
child health assessment program 
(CHAP) which also deals with medicaid 
coverage of adopted children with spe
cial needs. I see no inconsistency in af
firmative action on both of these two 
measures. The CHAP provisions cover 
non-AFDC children, as well as the 
AFDC children covered by this amend
ment. 

COVERAGE OF NONRECURRING EXPENSES 

Another important feature of the 
amendment and H.R. 7200 is the provi
sion authorizing States to cover the costs 
of nonrecurring expenses associated with 
the adoption proceeding for a special 
needs child, such as legal and other ex
penses. Again, it is significant that there 
is no means test connected to this provi
sion. This provision derives from section 
13(a) (1) of S. 961 as reported. 
FUNDING OF IMPLEMENTATION OF PUBLIC LAW 

95-266 

Mr. President, Senate action on these 
provisions-delayed for over a year now 
since their approval by the Finance Com
mittee-is most timely in terms of action 
we have taken last September 27 to add 
$5 million to the Labor-HEW appropria
tions bill, H.R. 12929, to fund the imple
mentation of the adoption reform pro
visions of Public Law 95-266. Today's 
action and approval by the other body 
in conference will mark the final chapter 
in this 7-year congressional process. 

FOSTER CARE REFORMS 

Mr. President, in addition to the sig
nificant and important provisions in 
this amendment dealing with adoption, I 
am encouraged and delighted by the 
progress we have made in working with 
the I'inance Committee and the Admin
istration to focus on the needs of children 
caught in the tangle of the foster care 
system. This has been a problem on 
which great leadership has been provided 
by my friend and colleague from Califor
nia in the other body, GEORGE MILLER, 
and he deserves much credit for the early 

work he has done 1n tht.s much
neglected area. 

Mr. President, this tragic problem was 
created unwillingly. Perhaps placing it 
in its historical perspective will shed 
more light on where we have been and 
how far we have come today, and why 
the legislation before us is so very 
significant. 

HISTORICAL PERSPECTIVE ON FOSTER CARE 

Robert H. Mnookin, professor of law 
at the University of California/Berkeley, 
provided an excellent- historial perspec
tive of the Federal role in foster care in 
his testimony of September 8, 1976, dur
ing joint hearings called by the House 
Education and Labor Committee and the 
former Senate Committee on Labor and 
Public Welfare to explore the problems 
and issues of foster care. The following 
is an excerpt from Professor Mnookin's 
testimony: 

The limits of the current federal role--to 
provide funds for foster care but not to make 
or influence policy--can be partially ex
plained by the history of federally supported 
foster care within the AFDC program of the 
Social Security Act of 1935. Before passage of 
the Social Security Act, care of poor, ne
glected and dependent children was a state, 
local and private responsibility. Although the 
federal Children's Bureau was concerned with 

· children separated from parents and rela
tives, the federal government provided mea
ger financial support for children who were 
orphaned, abandoned or removed from their 
fa,milies because of neglect or abuse. 

The federal AFDC program did not initially 
include foster care. In fact, the program em
phasized the importance of supporting poor 
children within their own homes or in the 
homes of relatives, and not resorting to out
of-home placement. Giving federal aid to 
children not living with their fammes was 
seen as undermining the Social Security Act's 
central policy of encouraging family unity 
and responsib111ty. During the 1940's and 50's, 
state AFDC plans included provisions for 
discontinuing support payments if a home 
were found to be "unsuitable." However, at 
the same time, the prohibitive costs of caring 
for a child outside his or her home discour
aged states from using juvenile courts to re
move children from parental custody, unless 
a relative or other person offered to care for 
or support the child. Consequently, a welfare 
department was likely to find a home "un
suitable", and discontinue AFDC payments 
but leave a child to live in that "unsuitable'' 
honie. 

The 1962 amendments to the Social Secu
rity Act changed the situation significantly. 
Children who had been receiving AFDC pay
ments within their own homes became eligi
ble for an even higher federal reimbursement 
if they were removed from their homes as 
"a result of a judicial determination to the 
effect the· continuation therein would be con
trary to the welfare of such child" [ 42 U.S.C. 
§ 608 (a) ( 1) ] . The requirement of a court de
cision was a compromise. It provided a means 
for the federal government to share in state 
and local foster care, but only in those cases 
where a court of law as an independent de
cisionmaker had found that the interests of 
the child and the duty of the state to pro
tect its children outweighted the interests of 
family privacy and necessitated removal from 
parental custody for the child's welfare. 

The availab111ty of federal funds for out
of-home care did not significantly affect the 
states' behavior, since states were not obli
gated to include foster care as a regular part 
of their AFDC program. Most states did not 
immediately apply for federal funds because 
the Act required certain changes in the ad
ministration of foster care for states to be 

eligible. Moreover, only a fraction of the chil
dren in foster care at that time would have 
become eligible anyway since many were not 
removed by courts, and those who had come 
before the court were not always AFDC recip
ients at the time they were removed. By 
June 1965, only 23 states had accepted the 
AFDC foster care program and were using it 
to care for 5,779 children. 

In 1967, after continuing controversy be
tween HEW and several states over their fos
ter care programs, the AFDC foster care pro
gram was made mandatory for all states to 
begin in 1969. Eligib111ty for federal reim
bursement was extended to children who 
were not actually AFDC recipients but who 
would have been if application had been 
made when the court removed them from 
parental custody [(42 U.S.C. § 608(a) (4) ]. 
These amendments expanded the AFDC f:>s
ter care program dramatically. 

Today, the federal government pays a por
tion of the maintenance costs of foster chil
dren from fam111es eligible for AFDC who are 
removed from their homes after a judicial 
determination that removal is necessary for 
the child's welfare. In other words, the fed
eral government does not contribute to the 
maintenance costs of children who are placed 
in foster homes after a juvenile court has 
found them to be delinquents or children 
who are voluntarily placed by their parents 
without any judicial involvement. In addi
tion, the federal government provides money 
for foster care services as part of the $2.5 
billion national appropriation for services of 
the Social Security Act. For the year 1975, 
federal financial involvement in AFDC foster 
care under Title IV-A amounted to $137,822,-
000. In May of 1976 the federal government 
contributed to the support of approximately 
116,000 children in foster care. 

LACK OF RESOURCES DESIGNED TO PREVENT 
FOSTER CARE PLACEMENTS 

Mr. President, there has been virtually 
unanimous agreement between the pub
lic officials who administer the foster 
care system and child welfare advocates 
that there has been too little emphasis in 
the past placed upon preventing chil
dren from entering the foster care sys
tem, or, in attempting to return them to 
their natural families at the earliest pos
sible time. S. 1928 attempted to shift the 
Federal priorities away from merely 
maintaining children in foster care sit
uations, and to move those priorities to
ward the development of preventive and 
rehabilitative techniques designed to 
keep children with their families and out 
of the foster care system. Although the 
bill reported by the Finance Commit
tee-and this amendment-does not in
corporate all of the provisions of S. 1928 
in this area, it does encompass several 
important-and necessary-provisions. 

NEW CHILD WELFARE PROGRAMS 

The major foster care reforms arising 
out of H.R. 7200 are in the area of child 
welfare programs authorized under title 
IV-B of the Social Security Act. The 
amendment and the reported bill incor
porate much of the programmatic com
ponents of S. 1928 in this area. These 
provisions include provision for the fol-

- lowing: 
First. An inventory of all children who 

have been in foster care under the re
sponsibility of the State for a period of 6 
months preceding the inventory, includ
ing a determination of the appropriate
ness of, and necessity for, the current 
foster placement, whether the child can 
be or should be returned to his parents 



34716 CONGRESSIONAL RECORD- SENATE October 9, 1978 
or should be freed for adoption, and the 
services necessary to facilitate either the 
return ·of the child or the placement of 
the child for adoption or legal guardian
ship. 

Second. The design and development 
to the satisfaction of the Secretary of a 
statewide information system from 
which the status, demographic charac
teristics, location, and goals for the 
placement of every child in foster care 
or who has been in such care within the 
preceding 12 months can readily be de
termined, a case review system for each 
child receiving foster care under the su
pervision of the State, and a service pro
gram designed to help children remain 
with their families and, where appropri
ate, help children return to families from 
which they have been removed or be 
placed for adoption or legal guardian
ship. · 

Mr. President, if a State wishes to ac
cept new IV-B funds to carry out new 
section 428 (b) and (c), it must provide 
all of the services outlined above. These 
services-taken from S. 1928-will pro
vide important, needed emphasis on pro
grams designed to locate children in 
foster care and assess their needs and 
attempt to reunite them with their fami
_lies, as well as prevent their initial 
removal. 

CASE REVIEW SYSTEM 

Mr. President, I would like to comment 
further on the definition of a case review 
system contained in new section 428(d) 
(1) of new part E. The case review sys
tem means a procedure for assuring that 
each child has first, a case plan designed 
to achieve placement in the least 
restrictive-most family-like-setting 
available and in close proximity to the 
parents' home, consistent with the best 
interest and special needs of the child, 
second, periodic review no less f re
quently than once every 12 months by 
either a court or administrative review 
in order to determine the continuing ne
cessity for and appropriateness of the 
placement, the extent of compliance with 
the case plan, and the extent of progress 
which has been made toward alleviating 
or mitigating the causes necessitating 
placement in foster care as well as a pro
jection of a likely date by which the child 
may be returned to the home or placed 
for adoption or legal guardianship, and 
finally, third, the application of proce
dural safeguards with respect to each 
child to insure that a dispositional hear
ing is held no later than 24 months 
after the original placement to deter
mine the future status of the child. 

This dispositional hearing to deter
mine the future status of the child should · 
provide for such determinations as 
whether the child should be returned to 
the parent, requires continued placement 
for a specified :period of time; should be 
freed and placed for adoption; or re
quires a permanent long-term foster care 
placement because of the child's special 
needs or circumstances. This disposi
tional hearing should, of course, provide 
for subsequent reviews to insure that 
the disposition rendered has been car
ried out. The procedural safeguards are 
also applicable with respect to such is
sues as removal of a child from his home, 

visitation rights and other such matters 
which may arise. 

These provisions are particularly im
portant in assuring that each child in 
foster care is provided with appropriate 
placement and systematic reviews to 
ascertain the appropriateness of his or 
her continuing foster placement. 

DIRECT GRANTS TO INDIAN ORGANIZATIONS 

Mr. President, I would like to comment 
briefly on one specific provision of the 
amendment and the reported bill which 
I believe to be of special significance. 
New section 429(a) provides that the 
Secretary may make payments under 
title IV-B directly to an Indian tribal 
organization where appropriate. A simi
lar provision was contained in S. 961 as 
reported in terms of the adoption pro
gram, and I believe that this provision 
with respect to child welfare services is 
both necessary and appropriate to au
thorize Indian tribal organizations to 
develop and operate their own child wel
fare programs. 

Recognition of Indian sovereignty is 
also contained in new section 428(d) (1) 
(D) , which would recognize the decrees 
of Indian tribal courts in dispositional 
hearings. These two provisions, taken 
together, represent an important recog
nition of the unique role of Indian tribal 
organizations in child welfare matters. 
I had urged the Finance Committee to 
add these provisions to H.R. 7200, and I 
was very pleased that they were incor
porated into the reported bill. · 

There is also pending in the House at 
the present time an Indian child welfare 
bill, S. 1214, which was passed by the 
Senate last year. That legislation, spon
sored by the chairman of the Special 
Committee on Indian Affairs, the Sena
tor from South Dakota (Mr. ABOUREZK) , 
provides much more extensive programs 
dealing with the special needs of Indian 
children and the complex jurisdictional 
problems relating to these children. I 
am hopeful that action on this measure 
will also be completed this Congress. 

FISCAL DISINCENTIVES FOR FOSTER CARE 
PLACEMENTS 

Mr. President, the bill as reported and 
the amendment are also designed to 
create fiscal disincentives concerning 
the long-term or unnecessary placement 
of children in foster care situations. H.R. 
7200 as reported would thus place a ceil
ing on a State's reimbursement for fos
ter care maintenance costs under title 
IV-A of the Social Security Act. Under 
existing law, there are no fiscal iimita
tions upon the amount of Federal reim
bursent a State m~y receive for making 
IV-A foster care maintenance payments. 
The reported bill provide in section 474 
(b) of the new part E for a ceiling on 
foster care maintenance payments, based 
upon a 20-percent increase over a State's 
fiscal 1977 payments, and a 10-percent · 
increase thereafter until 1983. Our 
amendment would advance those effec
tive dates 1 year, to reflect the passage 
of time since H,R. 7200 was reported by 
the Finance Committee last year. 

The reported bill and the amendment 
also. would provide for an alternative 
payment to States based upon-a State's 
share of $100 million based upon its pop
ulation under the age of 18. A State is 

entitled to elect which method of pay
ment it wishes to receive. 

Mr. President, although I appreciate 
the concern expressed by many that a 
ceiling on foster care payments poses 
some risks, I also recognize that the pres
ent funding system may actually en
courage unnecessary use of foster care 
because of its totally unrestricted, open
ended nature. The original proposal con
sidered by the Finance Committee would 
have limitec;l the States to payments of 
10 percent over the previous :fiscal year 
payments for a 5-year period. 

I felt that this ceiling was too restric
tive and worked with the Finance Com
mittee to develop an alternative and 
higher increase-20 percent-for the 
first year. This, of course, provides a 
higher base against which the subse
quent 10-percent increases are there
after measured. I believe that this ap
proach-while perhaps not ideal-does 
move in the direction of discouraging 
foster care placements for children. 
Hopefully, these provisions, combined 
with an increase in funding for child 
welfare services programs under title 
IV-B, will provide the necessary incen
tives to keep children out of the foster 
care system and in their own families 
wherever possible. 

Mr. President, our amendment and the 
bill as reported also would provide that 
any moneys a State receives for its foster 
care maintenance program which it does 
not need for foster care, can be utilized 
for the child welfare services under title 
IV-B. I believe that this is an important 
provision to provide an added incentive 
for States not to leave children in foster 
care unnecessarily merely to keep the 
size of their progr&.m at a certain level 
to insure future levels of support. 

Mr. President, I think that it is in- I 
cumbent upon Congress to watch care
fully the effects and results of this ceil
ing. If in the future it appears to be un
realistically too low to accommodate ris
ing costs or unforeseen elements in case
loads, then we would obviously want to 
develop necessary adjustments to the 
law. 

COST IMPACTS 

Mr. President, I want to clarify one 
issue that has appeared to cause some 
confusion. Although the Finance Com
mittee's report includes-on page 116 of 
report No. 95-573-an estimated cost im
pact under the title IV-B program, this 
estimate-as the footnote in the report 
indicates on page 119-is in anticipation 
of increased appropriations under the 
existing authorization. The amendment, 
as did the reported bill, makes no changes 
in the current authorizations of appro
priations of $266 million annually. The 
Finance Committee's report antici
pates-and I concur-that the changes 
we are making in the programs and serv
ices authorized under title IV-B will 
make it more likely that the administra
tion will seek increased funding for title 
IV-B, which will be favorably considered 
by Congress. 

Mr. President, let me also point out 
that the Congressional Budget Office 
cost-estimate-set forth on page 125 of 
the committee report-projects that the 
adoption assistance program established 
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by this amendment will actually result 
in savings since moving these children 
out of foster care into permanent adop
tive homes is far less costly than con
tinuing them in foster care. 

MODIFICATIONS OF THE FINANCE COMMI'ITEE 
REPORTED BILL 

Mr. President, in the interest of seeing 
this legislation enacted before the end 
of the 95th Congress, I am offering it as 
an amendment to the pending bill basi
cally in the form approved by the Senate 
Finance Committee in H.R. 7200. I per
sonally had hoped to see enacted a more 
extensive measure deriving from the ac- y 

commodations between this region and 
the House version of H.R. 7200 which 
would have very likely resulted in con
ference. This is no longer possible given 
the legislative situation. 

But I continue to feel strongly that the 
measures contained in the bill as re
·ported-particularly as they related to 
adoption assistance for children with 
special needs-represent important and 
necessary steps forward in our treatment 
of needy children. 

Because of the conference situation, I 
have made two adjustments in the text 
of H.R. 7200 reported provisions. The 
first is to advance the effective .dates 
of each of the provisions 1 year to reflect 
the time that has passed since H.R. 7200 
was reported last year. The second 
change would eliminate the restriction on 
the amount of funds the Appropriations 
Committee may appropriate for the new 
child welfare services provided for in 
new section 428 (b) and (c) of the new 
part E. The bill as reported restricted the 
amount of funds that the Appropriations 
Committee could designate for carrying 
out the new programs. This provision
unwisely I think-would constitute a 
ceiling-not merely a permissible ear
mark-on funds appropriated for new 
programs under title IV-B. The admi,n
istration has indicated its support for 
increased funding for the protective serv
ices spelled out in the legislation, but 
not for continuing to pour funds into the 
IV-B program which might be expended 
upon services unrelated to the prevention 
of unnecessary foster care. The adjust
ment_ in the amendment would merely 
perm~t the Congress the flexibility to ap
prooriate whatever amount is necessary 
to carry out the activities and programs 
provided for in subsections (b) and (c) 
of section 428 of the new part E. 

NONCHil.D WELFARE AMENDMENT FROM 
. H.R. 7200 

Mr. President, in order to .secure 
agreement from the ranking minority 
member of the Finance Committee (Mr. 
CURTIS), we have included in this amend
ment another provision from H.R. 7200-
section 524-which relates to earned in.: 
come disregards for AFDC recipients. Al
though many-including the adminis
tration-believe that some revisions are 
~ecessary. to the existing law on earned 
mc?~e disregards for working welfare 
r~c.1p1ents, many also believe the pro
v.1s1ons of H.R. 7200 are far too restric
ti v~ and may actually result in discour
agmg wel!are recipients from worxing. 
Th~ peculiar floor situation we are now 
fa~1ng, however, necessitates our accept-

ing this provision in order to obtain con
sideration of the important adoption and 
child welfare provisions of this amend
ment. 

CONCLUSION 

Mr. President, as chairman of the Sub
committee on Child and Human Devel
opment of the Human Resources Com
mittee, I believe that the adoption assist
ance and child welfare provisions of the 
amendment I am offering today-derived 
from the Finance Committee's reported 
bill-represent important steps forward 
in our necessary efforts to meet the needs 
.of the hundreds of thousands of children 
who are now locked into a dismal and 
depressing system. I believe that these 
provisions begin to make the type of 
changes that will give these children a 
real future-an opportunity to grow and 
develop into productive and healthy citi
zens. 

Mr. President, I want to express my 
appreciation for the cooperation of the 
chairman and floor manager (Mr. LoNG) 
and the chairman of the Public Assist
ance Subcommittee (Mr. MOYNIHAN). I 
am also very indebted to Michael Stern 
and Joe Humphreys of the Finance Com
mittee staff for their very able assistance 
and contributions to our efforts on be
half of this legislation for the past 18 
months. Without their wise counsel then 
and today, we would never have been 
able to reach the point of successful ac
tion on these very important provisions. 

I thank the Senator from New York 
for his very effective assistance on this 
matter today. It is a pleasure to work 
with him. I applaud the move we are 
about to make. 

Mr. MOYNIHAN. I thank the Senator. 
• Mr. RIEGLE. Mr. President, I wish to 
express my support for the amendment 
offered by the Senator from New York 
(Mr. MOYNIHAN) embodying the provi
sions of title I of H.R. 7200 as reported 
from the Finance Committeee. As a 
member of the Human Resources Com
mittee's Subcommittee on Child and Hu
man Development, I am pleased that this 
essential reform of Federal adoption 
policy will finally be acted upon by the 
full Senate. 

As many of my colleagues are a ware 
the adoption subsidy provisions of th~ 
~itle have been included in legislation 
mtroduced by Vice President MONDALE, 
when he was chairman of the Subcom
mittee on Children and Youth, and by 
Senator CRANSTON in this Congress. 
These provisions will encourage the 
adoption of handicapped children and 
others with special needs by preventing 
the arbitrary cutoff of Federal assistance 
to these children when they are placed 
with a family of their own. Too many 
children with special needs have been 
cut off from the possibility of adoption, 
because parents who wanted to adopt 
them coµld not afford the additional 
costs that would have resulted from the 
arbitrary cutoff of Government assist
ance. 

I would like to point out, however, that 
the ~mendment we are considering to
day mcludes a provision stating that ex
penditures under the foster care assist
ance program will remain constant after 
1982. This provision seems to me to be 

premature at this time, as well as a ques
tionable judgment in view of our uncer
tainty about what the needs of such chil
dren will be in the future. Since this pro
vision has not received adequate con
sideration br the full Senate, I would 
hope that the Senate conferees on this 
bill will be receptive to the arguments 
that may be offered by the House con
ferees concerning the inappropriateness 
of such a provision. 

Having cosponsored two bills contain
ing adoption subsidy provisions (S. 961 
and S. 1928) and having participated in 
hearings on this subject, I can urge my 
colleagues to support the amendment of 
the Senator from New York, as I believe 
it can provide an· extremely cost-eff ec
tive means of encouraging the adoption 
of children with special needs, so that 
they will have a fair chance at growing 
up in a loving family of their own.• 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment 
of the Senator from New York. 

The amendment was agreed to. 
Mr. CRANSTON. Mr. President, I 

move to reconsider the vote by which 
the amendment wa~ agreed to. 

Mr. MOYNIHAN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. NELSON addressed the Chair. 
The PRESIDING OFFICER. The ques

tion recurs on the amendment of the 
Senator from Utah. 

The point of order is not well taken. 
Mr. HANSEN. What? 
The PRESIDING OFFICER. The point 

of order is not well taken. 
Mr. HANSEN. May I suggest the ab

sence of a quorum on my time until the 
Senator from Utah arrives? 

Mr. NELSON. I wonder if the Senator 
will withhold that so that t may make 
a unanimous-consent request? 

Mr. HANSEN. No. I want to protect 
the Senator from Utah who is not in the 
Chamber. 

Mr. NELSON. I will do that. 
I ask unanimous consent that his 

amendment be temporarily laid aside. 
Mr. HANSEN. With the understand

ing that the unanimous-consent agree
ment reserves the right to object, I yield 
to the Senator from Wisconsin in order 
that he may make the point I think he 
has in mind. 

The PRESIDING OFFICER. The Sen
ator from Wisconsin. 

Mr: NELSON. Mr. President, I ask 
unammous consent that the amendment 
of the Senator from Utah be tem
porarily laid aside solely for the pur
pose of finishing action on my unani
mous-consent request of about 30 min
utes ago, o~ action on the bill involving 
the two wilderness areas in the state 
of Wisconsin. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

WILDERNESS LANDS, WISCONSIN 

_The PRESIDING OFFICER. The bill 
will be stated by title. 

The assistant legislative clerk read as 
follows: 

A bill (H.R. 12264) to designate certain 
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lands in ,the State of Wisconsin a.s wilder
ness. 

The Senate continued the considera
tion of H.R. 12264. 

Mr. NELSON. Mr. President, this bill 
has been approved by the minority and 
the majority, Senator HANSEN and Sen
ator JACKSON, and it was passed by the 
House of Representatives. 

I move the adoption of the bill. 
The PRESIDING OFFICER. The bill 

is open to amendment. If there be no 
amendment to be proposed, the question 
is on the third reading of the bill. 

The bill (H.R. 12264) was read the 
third time and passed. 

Mr. HANSEN. Mr. President, I move to 
reconsider the vote by which the bill was 
passed. 

Mr. NELSON. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. NELSON. I thank the Senator 
from Wyoming. 

REVENUE ACT OF 1978 
The Senate continued with the con

sideration of H.R. 13511. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. HATCH. Mr. President, will the 

Senator from Wyoming yield 30 seconds 
tome? 

Mr. HANSEN. I yield 1 minute to the 
Senator from Utah. 

The PRESIDING OFFICER. The Sen
ator from Utah is recognized for 1 min
ute. 

UP AMENDMDENT NO. 2033 
(Purpose: To prohibit the issuance of fringe 

benefit regulations) 

Mr. HATCH. Mr. President, I call up 
my unprinted amendment and ask for its 
immediate consideration. 

The PRESIDING OFFICER. Without 
objection, the Senator's previous amend
ment is set aside per.-the previous agree
ment. 

The amendment will be stated. 
The assistant legislative clerk read as 

follows: 
The Senator from Utah (Mr. HATCH) for 

himself and Mr. STEVENS, Mr. CURTIS, Mr . . 
EASTLAND, Mr. TOWER, Mr. YOUNG, Mr. DoM
ENICI, Mr. SCHMITT, Mr. HELMS, Mr. GARN, 
Mr. GOLDWATER, and Mr. HAYAKAWA, proposes 
unprinted amendment numbered 2033. 

Mr. HATCH.- Mr. President, I ask 
unanimous consent . .that the reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objectior ... , it is so ordered. 

The amendment is as follows: 
At the end of the bill add the following 

section: 
SEC. . FRINGE BENEFIT REGULATIONS. 

No regulation shall be issued in final form 
providing for the inclusion of any fringe 
benefit as part of gross income by reason 
of Section 61 of the Internal Revenue Code 
of 1954. 

Mr. HATCH. Mr. President, this 
amendment prohibits the Treasury De
partment from issuing final° regulations 
that would include employee fringe 
benefits as part of gross income. It is 
designed to remedy a very serious prob-

lem, a problem that would not have 
arisen were it not for the overzealous 
reinterpretation of the Tax Code by the 
Internal Revenue Service. 

Present law forbids the IRS from in-. 
stituting any new taxes on fringe bene
fits until 1980. I believe this ban on IRS 
regulations should be made permanent. 
It is the responsibility of Congress to 
determine tax policy, not the IRS. 

It has been the traditional role of the 
Internal Revenue Service to exclude 
fri:::ige benefits from taxation unless ex
pressly instructed otherwise by the 
House and Senate. Only in recent years 
has the bureaucracy taken such a keen 
interest in these benefits. This issue digs 
deeply into the pocketbocks of the 
American public. According to the Bu
reau of Economic Analysis, if fringe 

. benefits were taxed today, it would mean 
an increase of $240 to the average tax 
payer. 

IRS Commissioner Jerome Kurtz and 
his agency have exhibited an unusual 
persistence in trying to include fringe 
benefits as part of taxable income. In an 
interview last year with U.S. News & 
Wol'.ld Report, the Commissior.er was 
asked: "Why do you not assume that if 
Congress wanted to tax employee fringe 
benefits, it would have told you? The 
Commissioner respon.ded and I quote: 

We really don't have the option simply to 
stand still for practices that have been fol
lowed in the past. Our revenue agents in the 
field are bright and inventive. 

The Commissioner adds that he is 
looking at employee fringe benefits "with 
considerable intensity." He says he takes 
''a very broad approach." He adds, "I 
believe they're basically taxable." 

Mr. President, my fellow Senators, I 
did not know that the tax laws of this 
Nation were decided by "bright and in
ventive revenue agents." I did not know 
that the IRS Commissioner could pass 
judgment on the tax practices estab
lished by the Congress. And I do not be
lieve this Congress will tolerate that kind 
of action. 

What kind of benefits will be taxed 
by these regulations? The IRS has al
ready indicated, if allowed, it will include 
the fallowing as taxable income: Dis
counts for store clerks; free parkJ.ng 
spaces; free trips for airline, bus, and 
railroad employees; company picnics; 
company Christmas parties; education 

. in the form of free on-the-job training; 
t.ree tuition for children of university 
faculty; meals provided to an employee 
at a discount rate; and a score of other 
items now considered to be tax-free. The 
imaginative powers of the IRS seem to 
be unlimited with regard to this matter. 
When will it stop? If a parking space 
becomes taxable income, because it is a. 
benefit, will the IRS eventually conclude 
that the benefits of a housewife are also 
taxable income? 

And who will be hurt most by these 
regulations? Not high salaried executives 
who can more easily absorb an increase 
in taxes. The people most affected will 
be the low- · and middle-income wage 
earners, the men and women who al
ready have trouble making ends meet. 
A tax on fringe· benefits will require a 

much higher percentage of their wages, 
without any additional take-home-pay 
to offset an additional tax. Mr. Presi
dent, I do not believe that the budget 
of the average taxpayer has any sla~k 
in it. The average taxpayer does not have 
the spare cash on hand to pay taxes on 
the discounts that his employer gives 
him or to pay taxes for his use of com
pany-owned recreational facilities. 

The taxpaying public is clamoring for 
a reduction in taxes, not an increase. 
And rightly so. According to the eco
nomic unit of U.S. News & World Re
port, the combined taxes levied by Fed
eral, State, and local governments 
amounted to $521 billion in 1977, an in
crease of 62 percent since 1972, a period 
of only 5 years. And now the ms wants 
more. Can the Senate justify such ac
tions at a time when America's savings 
and investment rates are alr{lady among 
the lowest in the industrialized world? 
At a time when the Senate has promised 
the American people a substantial tax 
cut? 

Mr. President, the law that now re
stricts the ms froin taking immediate 
action will expire in less than 15 months. 
During that period, many long-term 
labor contracts will be negotiated by 
companies and labor unions. As a mem
ber of the Human Resources Committee, 
I am concerned about the failure of the 
Congress to provide a clear indication as 
to what portion of fringe benefits will 
someday be taxable. How can business 
and labor negotiate with any certainty 
when the Government cannot agree on 
a definition of gross income? If IRS reg
ulations are reinstated at some future 
date, any gains achieved by labor unions 
during contract negotiations may sud
denly be wiped out. Woe to the labor 
leader who must explain such an un
fortunate situation to the rank-and-file. 
But greater tragedy will befall the work
ers and their families. Business and 
industry leaders are also facing a dilem
ma. Long-term planning is seriously cur
tailed by the unpredictability of future 
wage and benefit commitments. Is not 
contract bargaining tough enough with
out adding this variable of uncertainty? 

Mr. President, this amendment may 
be the only one introduced to the tax 
bill that will have no impact on the cur
rent budget or any projected budget. By 
adding this measure to the bill, the Sen
ate will not cut taxes. It will simply give 
Congress more control over future tax
ation. 

To date, we in the Congress have not 
been willing to face this issue headon. 
On August 2 of this year, the Senate 
passed H.R. 12841, a bill which restricts 

· the IRS from issuing regulations on 
fringe benefits until 1980. This bill ex
tended an earlier bill, H.R. 9251, which 
prohibited the issuance of regulations 
until July 1 of this year. Instead of pro
viding the IRS with proper instructions 
to leave tax legislation to the Congress, 
we · have twice put off considering the 
matter until "a review of these issues" 
can be undertaken. The manner in 
which this problem has been handled 
has only increased the uncertainty about 
the future taxation of these benefits. The 
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House Ways and Means Committee 
should be credited, however, for its ac
tion to create a task force that has al
ready begun hearings. I look forward 
with great interest to learn the details of 
their findings. But in general, what will 
the task force tell us? They will tell us 
what fringe benefits, if any, should be 
taxed. When we receive that informa
tion, we should act, and act decisively. 
The decision to impose a new tax on any 
fringe benefits should be made here in 
Congress. Unless the law is changed, 
that will not occur. It is senseless to 
allow the IRS the prerogative to act 
first, which then forces Congress to 
repeal its regulations. It is time to put 
an end to this game of "cat and mouse." 
Let the task force make its suggestions 
and let Congress impose the tax. 

Commissioner Kurtz has taken his 
stand on this issue. His persistence in 
raising additional revenues appears un·
relenting. ;Edward E. Scharff, writing in 
this month's issue of Money magazine 
made the following observation about 
the most recent viewpoint espoused by 
the Commissioner: 

The issue has become so volatile that 
Kurtz and other administration officials 
now refuse to be interviewed on fringe 
benefits. But Kurtz' aides make it plain that 
if Congress fails to act decisively, Kurtz will 
be ready to take tough measures in 1980. 
Moreover, they note, the present Congres
sional ban merely precludes IRS officials 
from issuing new guidelines on the subject. 
It does not prevent IRS agents from ta.king 
matters into their own hands. Most agents 
are well aware of their boss' sentiments re
garding fringe benefits. It is unlikely they 
will wait for Kurtz to announce a. formal 
policy before taki~g action. 

The time has come to put an end to 
these unsolicited efforts by the Internal 
Revenue Service to heap a heavier tax 
burden on the shoulders of millions of 
American taxpayers. Congress must act 
now to prevent future abuse by the IRS. 
I do not believe the American people will 
tolerate an additional and burdensome 
tax that is harshly imposed by our un
elected bureaucracy. 

Mr. President, I intend to ask for the 
yeas and nays on this amendment. 

And I ask unanimous consent that 
this be placed in the order following 
other amendments preceding it. 

Mr. PROXMIRE. Mr. ·President, re
serving the right to object. 

The PRESIDING OFFICER. The Sen
ator from Wisconsin reserves the right 
to object. 

Mr. PROXMIRE. What was that re-
quest? · 

Mr. HATCH. That this amendment be 
also placed in the order behind the other 
preceding amendments. 

Mr. PROXMIRE. I thank the Senator. 
The PRESIDING OFFICER. Is there 

objection? 
Mr. METZENBAUM. There is objec

tion. 
The PRESIDING OFFICER. The 

Senator from Ohio objects. 
Mr. METZENBAUM. I have no objec

tion with respect of bringing up one of 
the Senator's amendments, but I think 
there is a question of whether we should 
stack them all up. There are other 

Members who have amendments to bring 
up. I object. 

The PRESIDING OFFICER. Objec
tion is noted. 

Mr. HATCH. All right. 
The PRESIDING OFFICER. Who 

yields time? 
Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Montana. 
Mr. MELCHER. Mr. President, will 

the Senator yield? 
Mr. HANSEN. Mr. President, I yield .2 

minutes to the Senator from Montana. 
Mr. MELCHER. I thank the Senator 

from Wyoming. 
UP AMENDMENT NO. 2034 

(Purpose: To provide that both the depend
ent's and spouse's services are given ade
quate consideration in determining estate 
tax basis for Jointly owned farm or busi
ness interests) 

Mr. MELCHER. Mr. President, I have 
an amendment at the desk and I ask for 
its immediate consideration. 

The PRESIDING OFFICER. As long 
as the amendment of the Senator from 
Utah is pending, no further amend
ments are in order. 

Mr. MELCHER. I ask unanimous con
sent that the Senator's amendment be 
set aside and my amendment be called 
up. 

Mr. HATCH. I object. 
The PRESIDING OFFICER. Objec

tion is heard. 
Mr. HATCH. I am happy to have 

unanimous consent to set my amend
ment aside and put in order, and I will 
even allow this Senator's amendment to 
go ahead of mine, otherwise we are going 
to hear mine. 

Mr. MELCHER. Mr. President, I re
serve the remainder of my 2 minutes. 

Mr. ROBERT C. BYRD. Mr. President, 
I hope that we will not have objections 
to setting amendments aside so that the 
Senate can make some progress. 

I hope the Senator from Utah could 
have his amendment up, and I under
stood he had one amendment up and one 
set aside for a second one. I hope that 
Senators would not object, because in due 
time the Senate will work its will on the 
first amendment in any event. 

Mr. HATCH. Mr. President, will the 
Senator yield? 

Mr. ROBERT C. BYRD. I yield. 
Mr. HATCH. Mr. President, I asked 

that my amendment be set aside in the 
regular order and then called up. I asked 
for the yeas and nays at that time. It 
was objected to. If they want to object to 
that, I will allow my amendment to be 
pending. 

Mr. ROBERT C. BYRD. I understand 
that. I am trying to def end the Senator. 

Mr. HATCH. I understand that, and I 
appreciate it. 

Mr. ROBERT c. BYRD. I hope objec
tion will-not be made to his calling up 
another amendment and there will not 
be objection to the Senator from Mon
tana, so the Senate .can be getting some 
work done. Otherwise, it is just wrangling 
and getting nothing done and eventually 
we are still going to have to dispose of 
both of those amendments one way or 
another. 

So, Mr. President, I ask unanimous 
consent that the Senator have one 
amendment pending. 

Mr. HATCH. I have one set aside, and 
this is my present amendment which is 
the pending amendment. I ask unani
mous consent that it be set aside and 
placed in the order behind the other 
amendments that presently exist follow
ing the cloture vote. 

Mr. ROBERT C. BYRD. And then let 
the Senator from Montana be permitted 
to go ahead. 

Mr. HATCH. Fine. 
Mr. ROBERT C. BYRD. I hope that 

will not be objected to. 
Mr. METZENBAUM. Mr. President, 

reserving my right to object, will the 
agreement to accept the amendment at 
that point preclude the raising of a par
liamentary inquiry as to whether or not 
it is a germane amendment at that point? 

Mr. ROBERT C. BYRD. No; it will not. 
Mr. HATCH. I will not ask that. 
Mr. ROBERT C. BYRD. We waive no 

points o.f order in getting the unanimous 
consent. 

Mr. METZENBAUM. I have no ob
jection. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from Montana. 
Mr. MELCHER. I thank the Senator. 
And I ask that my amendment be 

stated. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The assistant legislative clerk read as 

·follows: 
The Senator from Montana. (Mr. MELCHER) 

proposes unprinted amendment numbered 
2034. 

Mr. MELCHER. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 374, line 18, strike out "spouse of 

the decedent" and insert in lieu thereof "de
cedent and the spouse of the decedent". 

On page 374, lines 22 and 23, strike out 
"acquisition indebtedn,es.s" a.nd insert in lieu 
thereof "value" 

On page 375, lines 7 and 8, strike out "ac
quisition indebtedness" and insert in lieu 
thereof "value" 

On page 376, strike out lines 8 through 15 
and insert in lieu thereof the following new 
subparagra.phs: . 

"(C) Inherited property.-For purposes of 
applying this subsection and subsection (a) 
in the case of any property which had been 
acquired as separate property either by the 
decedent or surviving spouse by gift, be
quest, devise, or inheritance, the value of 
such property (at the time acquired by the 
decedent or surviving spouse) shall be taken 
into account under this subsection as addi
tional consideration furnished by the dece
dent or spouse who acquired such property 
by gift, bequest, devise, or 

"(D) COORDINATION WITH SUBSECTION 
(a.) .-If elected by the executor, the a.mount 
of consideration furnished shall be deter
mined solely under this subsection for pur
poses of applying subsection (a). The elec
tion shall be made in such man:ner as pre
scribed by the Secretary." 

Mr. MELCHER. Mr. President, this 
amendment is easy to understand. It 
corrects the situation wh~re the wife, 
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when her husband dies, for purposes of 
inheritance tax, cannot count the appre
ciated value of the property that they 
have worked on on their farms and 
ranches across all of America. This is 
totally unfair, but yet that is the way 
our tax law now exists. 

Mr. MUSKIE. Mr. President, will the 
Senator yield? 

Mr. MELCHER. I yield. 
Mr. MUSKIE. Does ·the Senator have 

a copy of his amendment so we can eval
uate its budgetary implications? 

Mr. MELCHER. Yes. 
The widow survives the husband. 

There was a debt on the farm or ranch 
at the time that she became the wife. 
Even though it was 30 or 40 years ago, 
the value of the farm or ranch that was 
inherited at the time of marriage, when 
it comes to the time of :figuring out how 
much of that inheritance or the surviv
ing widow will be counted as contribut
ing to the value she is entitled to have 
she has to go clear back to the time of 
acquirement. 

It is totally unfair. The woman on the 
farm or ranch contributes just as much 
to the success of that operation as does 
the husband, and to not allow the wom
an, when she becomes a widow, to have 

· the value of the appreciation of the land 
is totally unfair. 

While part of the bill before us corrects 
some of this, this merely adds to it and 
makes it totally fair. If we believe in 
ERA, if we believe that women have an 
equal right to property, then by all 
means the Senate should accept this 
unanimously. 

Mr. METZENBAUM. Mr. President, 
will the Senator yield for a question? 

Mr. MELCHER. Yes. 
The PRESIDING OFFICER. The Sen

ator's 2 minutes have expired. 
Mr. METZENBAUM. It is controlled 

time. 
Mr. HANSEN. Maybe the Senator from 

Maine would yield to the Senator from 
Ohio. 

Mr. MUSKIE. Yes, I yield a minute. I 
might say again we are undertaking to 
get the budgetary implications, and 
there is a possibility that it has budg
etary implications. 

I yield to the Senator from Ohio. 
Mr. METZENBAUM. I appreciate the 

Senator from Maine yielding. 
Will the Senator from Montana· indi

cate why there should be this discrimi
nation? Will the Senator indicate why 
women who live on farms, on ranches, as 
against city dwellers who also pay tax, 
and where the women are oftentimes in
volved in a little family-owned business, 
where they pay a tax on a business sim
ilar to a. ranch, I wonder why we are 
standing here suggesting a special kind 
of preferential treatment for those wom
en who live on farms and ranches . in 
contradistinction to those who live in the 
cities? 

Mr. MELCHER: I am happy to tell my 
friend from Ohio that we do not make 
any distinction at all. If it is a small 
business the same applies. If it is a large 
business the same applies. It is just be
tween the surviving spouse, and it will 
not apply just to land, but that is the 

point I am particularly addressing my
self to. 

The PRESIDING OFFICER. The Sen
ator's time has expired. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield me 1·minute? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PROXMIRE. Mr. President, will 
the Sena tor from Maine (Mr. MUSKIE) 
yield me 1 minute? 

Mr. MUSKIE. Yes, I yield 1 minute. 
Mr. PROXMIRE. Mr. President, may 

I ask the distinguished Senator from 
Montana under the present law, as I Uii
derstand it, you pass an estate from a 
husband to a wife tax-free at $106,000. 
This amendment can only help estates 
above that amount; is that correct? 

Mr. MELCHER. It would help an 
estate of $500,000, $300,000, $200,000. 

Mr. PROXMIRE. Under the present 
law, it is up to $106,000, so unless you 
have an estate higher than that it would 
not have an effect. 

Mr. MELCHER. That is not our under
standing at all, that it is exempted up 
to that amount. The exemption is much 
smaller. 

Mr. PROXMIRE. Our information is 
that it is exempt up to that point where 
it is passing from husband to wife only. 

What is the revenue effect of the 
Senator's amendment? How much is 
involved? 

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. MELCHER. I ask for an additional 
1 minute from somebody to respond. 

Mr. MUSKIE. I yield 1 minute. 
Mr. MELCHER. Under existing Fed

eral estate tax law the exemption is 
$134,000 plus $250,000, so we are not talk
ing about a passage from husband to 
wife. We are talking about a case of a 
widow on inheritance. In answer to the 
question on how much it would cost, we 
are advised by the Joint Committee on 
Taxation that the cost is negligible over 
and above what is already in the bill. 

Mr. MUSKIE. May I say on that, I still 
do not know what the first full year's cost 
of this amendment would be. There 
would be no cost in fiscal 1979 for a very 
simple reason. It would not be effective 
until after December 31 of this year and 
there is a period of 9 months, I believe, to 
file for a benefit. So the revenue implica
tions for fiscal year 1979 will, indeed, be 
zero as far as. we can estimate. But we 
also conclude that there will be a full 
year's cost thereafter, and we do not 
know what that will be. 

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. PROXMIRE. As I understand this 
amendment will come up later and we 
can discuss it then. There is no time 
limit. 

Mr. STONE. Mr. President, I ask for 
3 minutes. 

The PRESIDING OFFICER (Mr. 
FORD). Who yields time? 

Mr. STONE .. I ask the Senator from 
New York whether he will yield to me for 
e colloquy. 

Mr. MOYNIHAN. The Senator is happy 
to yield 3 minutes. 

Mr. STONE. Mr. President, I intend to 

off er as an amendment to the tax bill a 
bill I introduced, S. 3464, which is print
ed amendment No. 3853, which would 
provide for a nonrefundable tax credit 
against Federal income tax liability of 
up to $200 for the amount of the upcom
ing increases for the social security re
quired contributions for employees, em
ployers, and self-employed. 

While the social security tax rate was 
increased by only 1.55 percent in the last 
3 years, the taxable wage base was in
creased by a tremendous 227 percent in 
the same period. 

In effect, what this bill and this amend
ment would do would be for the next 3 
years to prevent the social security con
tributors from suffering these tremen
dous increases all at once. 

I wonder whether the Senator from 
New York, acting as floor manager of 
the bill, could resoond to the tremendous 
necessity that this Senator sees with 
regard to protecting our middle-income 
taxpayers against the impact of such a 
social security hike coming in the next 
sev~ral years? 

Mr. MOYNIHAN. Mr. President, may 
I first say that the Senator from Florida 
addresses himself to a very fundamental 
issue of this tax bill, and he does so with 
authority and informed concern that one 
can only admire and congratulate him 
for. 

I would have to say that the Senate 
Finance Committee has designed this tax 
reduction bill to meet precisely the con
cerns of the Senator from Florida which 
is to say that the tax reduction wih more 
than cover the scheduled social security 
tax increases which concern him. 

He is absolutely right to raise the ques
tion. But what I would hope is that he 
might judge that the committee has 
responded to his concern and, in the cir
cumstances, I would hope he might agree 
that it is not necessary at this time to 
offer his amendment. 

Mr. STONE. I thank the distinguished 
floor manager of the bill, the Senator 
from New York. 

I think it is vitally important that the 
middle- and lower-income taxpayer who 
is about to pay increased contributions 
to social security, recognizes the fact that 
this Senate, acting on the recommenda
tion of the Senate Finance Committee is 
indeed, making offset protection avail
able, lessening the burden on those social 
security taxpayers by at least as much. 

Mr. MOYNIHAN. Mr. President, can 
we have order? The Senator from Florida 
is making an important point which the 
Senators will wish to hear. 

Mr. STONE. I thank the Senator from 
New York. 

The PRESIDING OFFICER. The Sen
ator's 3 minutes have expired. 

Mr. MOYNIHAN. I yield 1 more 
minute. 

Mr. STONE. I think it is vitally impor
tant that the message arrive in the minds 
of the social security taxpaying contrib
utors in the next several years that this 
Senate, responding to the Senate Finance 
Committee's bill, is making offset pro
tection. 

My bill and my amendment were going 
to directly do that. What the committee 
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has done and what the Senate presum
ably will do is to do in a variety of provi
sions wha.t the Senator from Florida 
would like to have done, and which would 
take care of this increased burden. 

Mr. MOYNIHAN. The Senator is cor
rect. May I say it was the Senator's con
cern which in no small measure animated 
and guided the committee's action during 
the drafting process. 

Mr. STONE. I thank the Senator. 
In light of this response I will not call 

up my amendment 3853. I thank the 
Senator. 

Mr. MOYNIHAN. May I say it is for us 
to thank him for having been so active in v 

the matter in the first instance. I appre
ciate his courtesy of withdrawing the 
amendment. 

Mr. STONE. I thank the Senator. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. HODGES. Mr. President, will the 

·senator yield 1 minute? 
Mr. MOYNIHAN. I would be happy to 

yield 1 minute. 
UP AMENDMENT NO. 2035 

Mr. HODGES. Mr. President, Friday 
night, October 6, an amendment was 
agreed to of the Senator from Arkansas 
(Mr. BUMPERS), and which was accepted 
by the Senator from Louisiana. · 

Unfortunately, that amendment was 
drawn to amend the bill itself, when in 
fact it needed to be drawn to amend the 
committee amendment. 

So at this time I ask unanimous con
sent that the committee amendment be 
deemed to be amended in just the same 
way as the bill was amended by amend
ment No. 3589 on October 6, 1978. There 
are no Treasury problems or other diffi
culties, and I ask unanimous consent 
that that be done. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HODGES. I thank the Senator 
from Oklahoma, and I thank the Chair. 

Mr. HANSEN. Mr. President, I yield 1 
minute--

The PRESIDING OFFICER. Will the 
Senator withhold just a moment, please? 

Will the Senator from Arkansas send 
his correction to the desk? 

Mr. HODGES. Would I ·send the 
unanimous-consent request? 

The PRESIDING OFFICER. The 
amendment with the correction. 

Mr. HODGES. Yes. Is the amendment 
in order? 

The PRESIDING OFFICER. The 
amendment is in order. 

The amendment, as modified, is ,as fol-
lows: · 

At the appropriate place in the bill add 
the following new section: 
"SEC. . .AMENDMENT OF GOVERNING INSTRU

MENTS TO MEET REQUIREMENTS FOR 
GIFTS OF SPLI't INTEREST TO 
CHARITY 

(a) CHARITABLE LEAD TRUSTS AND CHARI
TABLE REMAINDER TRUSTS IN THE CASE OF 
ESTATE TAx.-The first sentence of paragraph 
(3) of section 2055 (e) is amended to read 
as follows: "In the case of a will executed 
before December 31, 1977, or a trust created 
before such date, if a deduction is not allow
able at the time of the decedent's death be
cause of the failure of an interest in prop
erty which passes from the decedent to a 
person, or for a use, described in subsection 
(a) . to meet the requirements of subpara
graph (A) or (B) of paragraph (2) of this 

subsection, and if the governing instrument 
is amended or conformed on or before De
cember 31, 1978, or, if later, on or before the 
30th day after the date on which judicial 
proceedings begun on or before December 31. 
1978 (which are required to amend or con
form the governing instrument), become 
final , so that interest is in a trust which 
meets the requirements of such subpara
graph (a) or (B) (as the case may be), a 
deduction shall nevertheless be allowed." 

(b) CHARITABLE LEAD TRUSTS AND CHARI
TABLE REMAINDER TRUSTS IN THE CASE OF 
INCOME AND GIFT TAXES.--Under regulations 
prescribed by the Secretary of the Treasury 
or his delegate, in the case of trusts created 
1:>efore December 31, 1977, provisions compa
rable to section 2055(e) (3) of the Int ernal 
Revenue Code of 1954 (as amended by sub
section (a)) shall be deemed to be included 
in sections 170 and 2522 of the Internal Rev
enue Code of 1954. 

UP AMENDMENT NO. 2034 

The PRESIDING OFFICER. The ques
tion recurs on agreeing to the amend
ment of the Senator from Montana. Who 
yields time? 

Mr. HATCH. Mr. President, will the 
distinguished Senator from Wyoming 
yield me 1 minute? 

Mr. HANSEN. I yield 1 minute to the 
Senator from Utah. 

Mr. HATCH. l call up an unprinted 
amendment and ask for its immediate 
consideration. 

The PRESIDING OFFICER. The Chair 
is advised that until the amendment of 
the Senator from Montana is disposed of, 
no other amendment can be considered. 

The question now recurs on agreeing to 
the amendment of the Senator from 
Montana. Who yields time? 

Mr. METZENBAUM. Mr. President, a 
parliamentary inquiry. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. METZENBAUM. Mr. Presi
dent, I--

The PRESIDING OFFICER. Who 
yields time to the Senator from Ohio? 

Mr. PROXMIRE. Mr. President, will 
the Senator from New York yield me 1 
minute on the amendment? 

Mr. MOYNIHAN. I would be happy to. 
Mr. PROXMIRE. Mr. President, we are 

in an impossible situation here. I do not 
think anyone intended to have a limita
tion of debate on these amendments; but 
if we cannot debate them we are going to 
have to vote without an opportunity to 
hear what they are. The Senator from 
Montana probably has a good amend
ment, but we have had no opportunity to 
debate it or consult the Treasury about it. 
I do not think there was any limitation 
intended, so I hope the Chair will find a 
way whereby we will not be in a position 
that we cannot have a chance to consider 
amendments before we have to vote on 
them. 

Mr. ROBERT C. BYRD. Mr. President, 
the Chair cannot control this. The Sen
ator will have to obtain time from some
one that has control of time. The Chair 
cannot y,ield it. 

The PRESIDING OFFICER. The ques
tion recurs--

Mr. MOYNIHAN. Mr. President-
The PRESIDING . OFFICER. How 

much time does the Senator yield 
himself? 

Mr. MOYNIHAN. I yield myself 1 min
ute. 

I am advised that the Treasury De
partment, while generally supportive of 
the amendment of the Senator from 
Montana, would wish that a modification 
be made in it, and I wonder if it would 
be possible for his amendment to be set 
aside for a moment while the Senator 
confers with representatives of the 
Treasury Department, so that he might 
bring us back an amendment we would 
all happily support, as I think it is our 
dinposition to do. 

I yield 30 seconds to the Senator from 
Montana to respond. 

The PRESIDING OFFICER. The Sen
ator from Montana has 30 seconds. 

Mr. MELCHER. Mr. President, I would 
be happy to do that, and would be de
lighted to agree with the request, if we 
can have a vote, if it is necessary, at 1: 30. 

Mr. MOYNIHAN. That would be agree
able to me. 

Mr. METZENBAUM. Mr. President, I 
may want to make a motion to lay it on 
the table, and I do not wish to have my 
rights precluded on that subject. 

Mr. MOYNIHAN. That is a vote. 
Mr. HANSEN. Mr. President, a parlia

mentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HANSEN. If a motion is made to 

table, and the yeas and nays are called 
for, out of whose time does that come? 

The PRESIDING OFFICER. It would 
be divided equally between the three 
Senators controlling the time. 

Mr. METZENBAUM. Mr. President-
The PRESIDING OFFICER. Who 

yields time? 
Mr. METZENBAUM. Will the Senator 

from New York yield me 3 minutes? 
Mr. MOYNIHAN. The Senator from 

New York will yield 2 minutes. 
The PRESIDING OFFICER. The Sen

ator from Ohio has 2 minutes. 
Mr. METZENBAUM. !"thank the Sen

ator. 
Mr. President, I am not· sure whether 

I am for or against this amendment, and 
frankly, without having adequate time to 
debate an amendment of this nature on 
the floor, to learn exactly what it does, 
I think it is' impossible for the Members 
of the Senate to proceed with any dili
gence in the exercise of their responsi
bilities. · 

I think this amendment overlooks a 
matter that is of great significance at 
the moment, relative to the value of 
stocks of a corporation owned by a dece
dent, and the question of whether or not 
that value is related to the time that the 
decedent passes away or goes back to 
the original value of the stock when the 
decedent acquired it. 

That is a major issue that is pending 
at the moment. Congress acted on that 
subject, and then has delayed implemen
tation of it. 

I would like to know what this amend
ment is all about. I think there is a lot 
of money involved in it; but frankly, 
without adequate time for debate, I 
frankly want to make it clear that I will 
object to any other amendments being 
brought up.-or any special orders with 
respect to them; I cannot object to 
amendments being brought UP-at least 
until such time as I am assured there 
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will be adequate time to debate in full 
such amendments. 

Mr. MOYNIHAN. Mr. President, I sug
gest the absence of a quorum. 

The PRESIDING OFFICER. On whose 
time? 

Mr. METZENBAUM. May I have 10 
more seconds, before the Senator does 
that? 

Mr. MOYNIHAN. I withdraw the 
quorum call request, and yield 10 sec
onds to the Senator from Ohio. 

Mr. METZENBAUM. I have just been 
advised that the Melcher amendment 
would cost between $40 million and $80 
million, starting in 1980. If that be the 
case-.--

Mr. MOYNIHAN. It would not be the 
case in fiscal 1979. 

Mr. METZENBAUM. That is correct, 
starting in 1980; $40 million to $80 mil
lion, according to the Joint Committee 
on Internal Revenue Taxation. 

Mr. President, that is not an insignifi
cant amount. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. HANSEN. Mr. President, how much 
time do I have remaining? 

The PRESIDING OFFICER. The Sen
ator has 15 minutes. 

Mr. HANSEN. Mr. President, I yield 
myself such time as I may require. 

The PRESIDING OFFICER. The Sen
ator may proceed. 

SUNSET AMENDMENT 

Mr. HANSEN. Mr. President, I hope 
the distinguished Senator from Ohio 
(Mr. GLENN) is here. He has been waiting 
most patiently to hear me, and I know 
he will be tremendously interested in 
what I have to say. 

Mr. President, I rise to oppose the 
amendment of the distinguished Sen
ator from Ohio which has the purpose of 
adding so-called ''tax expenditures" to 
the sunset bill. · 

Mr: President, I am not a philosopher 
but I disagree with the underlying ra
tionale of tax expenditures. Implicit in 
any argument on tax expenditures is the 
underlying assumption that the Govern
ment has a prior right to all of the tax
payer's income and it is only through 

· a combination of Government generos
ity and tax expenditures that we the 
taxpayers are allowed to keep anything. 

Now, my view of taxes is that they are 
the obligation of the citizens to pay for 
the ordinary and necessary functions of 
Government. No more. The Government 
is not entitled to one dime more than it 
needs to carry out those functions. 

Now, I have told you I am no philoso
pher and I do not think there are too· 
many philosophers in my State, but I 
will tell you this: The people in Wyoming 
have no trouble understanding the idea 
that the Government has a right to all 
the wealth' in the country; they just 
think it is crazy. 

Mr. President, we have seen some very 
pretty charts prepared by the Senator 
from Massachusetts on these tax expend
itures. They seem to show hundreds of 
billions of dollars being lost to the Gov
ernment through insidious, offensive, 
special interest "loopholes." Let us take 
a look at some of these loopholes: 

Exclusion of sick pay-that is when 
an employee gets sick and the employer 
continues his wages-there is a very lim
ited exclusion of income. 

Exclusion of unemployment benefits. 
Exclusion of workmen's compensation 

benefits. 
Exclusion of special benefits for dis

abled coal miners. 
Exclusion of capital gain on the sale of 

their home for those over age 65-this is 
so a retired couple who sells their home 
and moves to an apartment (probably 
on a fixed income) do not get hit with a 
huge capital gain. But do not worry, Mr. 
Kennedy, under present law we still get 
.them under the minimum tax provisions. 

Here are some more "tax expenditure 
loopholes": 

The additional exemption for those 
· over age 65. 

The retirement income credit for the 
elderly. 

Exclusion of veterans disability com-
pensation. 

Exclusion of veterans pensions. 
Exclusion of benefits from the GI bill. 
And how about this loophole: 
The additional exemption for the 

blind. 
One of the largest and in fact fastest 

growing item of the so.-called tax expend
iture is the personal deduction for State 
and local income and sales taxes. In 
other words, the provision that prevents 
double taxation is listed here as a tax 
expenditure. 

And every time a State raises its taxes, 
the deduction gets larger and Mr. Ken
nedy gets to put another one-half inch 
on his red and blue columns of tax 
expenditures. 

Let me turn now to the estimates of 
these tax expenditures. Much has been 
made of the fact that the Joint Com
mittee on Taxation and the Treasury 
compiled this list of tax expenditures. 
This somehow attests to their au
thenticity. What has not been pointed 
out is that the Joint Committee was 
very careful to warn us about the in
discriminate use of these figures. · 

First, ea,ch of these :figures for each 
tax expenditure is based on the assump
tion that only the tax provision in ques
tion is deleted and all other features ' of 
the tax system, including the structure 
of rates, remain unchanged. 

Second, each tax expenditure is meas-
. ured in isolation. That is, it is assumed 
that economic considerations remain un
changed in .response to the deletion of 
each item. In other words, if the capital 
gains exclusion were repealed, these esti
mates assuine no change in investment 
pattern, consumption or any other aspect 
of economic activity. 

This is what the Joint Committee · 
on Taxation said about its estimates: 

A tax expenditure is, however, only the 
revenue gain directly associated with a hy
pothetical repeal of the provision in ques
tion and does not reflect any revenue loss 
due to a decline in economic activity which 
might result from repeal of that tax pro
vision. 

The third assumption is that taxpayer 
behavior remains unchanged in response 
to the hypothetical repeal of a tax ex
penditure provision. The Joint Com-

mittee says of this "In many cases this 
assumption is unrealistic." Finally, we 
have heard numbers exceeding $100 bil
lion in tax expenditures. How is this 
arrived at? Senator KENNEDY has simply 
added up all the individual numbers and 
tells us we are "losing" $100 billion in 
tax expenditures. This is what the Joint 
Committee says about that: 

Tax expenditure estimates cannot be 
simply added together to form totals for • * * 
a grand total. 

Repeal of multiple provisions is simply 
not the total of the individual estimates. 

Let me summarize my position: 
First. I disagree with the concept of the 

government claiming a right to all 
wealth. 

Second. Tax expenditures of the kind 
listed by the Budget Committee are 
falacious and misleading. 

Third. The definition of tax expendi
tures by the Budget Committee goes to 
gross income only, yet the amendment by 
Senator Glenn includes estate taxes, gift 
taxes, and excise taxes. These items have 
never been considered by the Joint Com
mittee or the Congressional Budget Of
fice. 

Fourth. The estimates of the so-called 
tax expenditures are totally invalid when 
considered in toto and even individually 
since it is based on a static economy 
which simply is not true. 

Fifth. The Glenn amendment is not 
simply a review process. It runs the very 
real danger of having tax laws that are 
beneficial to the citizen of every class 
expire through inaction or error of the 
Congress: two possibilities that I would 
not bet against. 

The PRESIDING OFFICER. Will the 
Senator suspend? 

The Senator is entitled to be heard. 
Will Senators who wish to have discus
sions please retire to the cloakrooms? 

Mr. HANSEN. Mr. President, I reserve 
the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. STONE. Mr. President, I ask for 3 
minutes to bring up an amendment, 
which I will then ask to have set aside. 

The PRESIDING OFFICER. Who 
yields time? . 

Mr. LONG. How much time have I re
maining, Mr. President? 

The PRESIDING OFFICER. The Sen
ator has 29 minutes. 

Mr. LONG. Mr. President, I yield 2 
minutes to the Senator. 

Mr. STONE. Mr. ·President, I call up 
amendment No. 3882. 

The PRESIDING OFFICER. The 
amendment of the Senator from Mon
tana is pending. 

Mr. STONE. Mr. President, I ask unan
imous consent that it be in order to call 
up amendment No. 3882 for a period of 
2 minutes, following which it will be set 
aside. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

AMENDMENT NO. 3882 

(Purpose: Relating to charging of excess 
earnings under social security program) 
Mr. STONE. Mr. President, I call up 

my amendment No. 3882 and ask for its 
immediate consideration. 
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The PRESIDING OFFICER. The 

amendment will be stated. 
The legislative clerk read as follows: 
The Senator from Florida (Mr. STONE) for 

himself and Mr. CHILES, proposes amend
ment No. 3882. 

Mr. STONE. Mr. President. I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment" is as follows: 
At the end of title VI of the blll, add the 

following new section: 
CHARGING OF EXCESS EARNINGS UNDER SOCIAL 

SECURITY PROGRAM 
SEc. . (a.) Section 203(f) (1) of the So

cial Security Act is amended-
( l) in clause (E) of the last sentence 

thereof- . 
(A) by inEerting "(with respect to which 

an election made under the succeeding sen
tence is effective)" immediately after "the 
taxable year", and 

(B) by striking out "the first month" and 
inserting in lieu thereof "the first month 
after December 1977", and 

(2) by adding at the end thereof the fol
lowing new sentence: "The provisions of 
clause (E) of the preceding sentence shall 
be applicable to the excess earnings of an 
individual for the one (and only orie) tax
able year of such individual with respect to 
which such individual has elected (in such 
form and manner and within such period as 
the Secretary shall by regulations prescribe) 
to have such provisions apply to such excess 
earnings.". · 

(b) The amendments made by this sec
tion shall apply with respect to monthly 
benefits payable for months after December 
1977, as though such amendments had been 
a part of the amendment made by section 
303 (a) of the Social Securl ty Amendments 
of 1977. 

Mr. STONE. Mr. President, I ask 
unanimous consent that the Senator 
from Idaho (Mr. CHURCH), the Senator 
from New Jersey (Mr. WILLIAMS), and 
the Senator from Michigan (Mr. RIEGLE) 
be added as cosponsors to this amend
ment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. STONE. Mr. President, my dis
tinguished colleague from Florida (Mr. 
CHILES) and I offer this amendment to 
the Revenue Act of 1978. 

Our amendment would alleviate the 
financial hardships caused by the retro
spective application of recent changes in 
the social security earnings test. 

Mr. President, as you know, the Social 
Security Act Amendments of 1977 elim
inated the monthly earnings test in favor 
of an annual test for the purpose of de
termining eligibility. An exception was 
provided to allow retirees to use the 
monthly test in the first year of retire
ment in order to prevent any loss in 
benefits for 'those who worked part of a 
year before retiring. The effective date 
of this change was January 1, 1978. 

Unfortunately, the Social Security Ad
ministration's interpretation will prevent 
many persons, particularly retired teach
ers, from taking advantage of the "first 
year of retirement" exception contained 
in the legislation. Under the interpreta
tion, the first year in which a nonservice 
month is used constitutes the first year 
of retirement, even though the nonserv-

ice month used was in a year prior to 
1978, when the new law went into effect. 

Mr. President, there were three groups 
of people who were adversely affected by 
our change in the earnings test: retired 
insurance agents, retirees engaged in 
agricultural businesses, and retired 
teachers. The Senate has already passed 
legislation, H.R. 12380, which would al
leviate the problem encountered by the 
retired insurance agents. This legisla
tion is now in conference. Those retirees 
engaged in farming .were given relief 
through an administrative ruling of the 
Social Security Administration. This 
leaves the retired teachers as the only 
group which has not been afforded the 
relief they deserve. It is the intent of 
this amendment to provide such relief 
to this worthy group of individuals who 
have been unfairly penalized. 

Mr. President, an active teacher who 
was eligible for social security benefits 
in July and August of 1977 but did not 
retire until June 1978, would receive no 
benefits until January 1979. Such a per
son would be denied the "first year of re
tirement" exception in 1978 because of 
the retrospective application of the new 
test, a provision which would have not 
been foreseen in the summer of 1977. 

I do not believe that Congress intended 
its legislation to be retroactively applied 
on those unsuspecting senior citizens who 
planned their retirement under the old 
laws. Mr. President, our amendment 
would clarify our intent and eliminate 
the retrospective effect of the SSA ruling. 
It would allow all social security bene
ficiaries to use the monthly earnings test 
in any 1-year period after 1977. 

The number of persons adversely af
fected by the retrospective application of 
the law is estimated by the SSA to be 
250,000. Mr. President, I feel that it is 
incumbent upon the Congress to adopt 
this measure in fairness to those recent 
retirees. 

Mr. President, another problem our 
amendment addresses is that some peo
ple, who have reached the age of 65 but 
still plan to continue working, apply for 
social security solely to qualify for medi
care. These beneficiaries would not be 
covered because they would incur non
service months in more than 1 year after 
1977. Our amendment includes the 
proper technical changes to allow a qual
ified individual to receive medicare pro
tection without jeopardizing his/her re
tirement status for the determination of 
social security benefits. 

Mr. President, I strongly urge the 
adoption of our amendment so that Con
gress will have dealt fairly with the 
problems encountered by our senior citi
zens due to the misinterpretation of leg
islation passed by us in 1977. 

Mr. President, I ask unanimous con
sent that the article, "A Booby Trap for 
Social Security Retirees," which ap
peared in the September 18 issue of U.S. 
News and World Report be printed in the 
RECORD. I feel that this article outlines 
in great detail the problems which have 
been encountered by retirees as they try 
to grapple with the new retirement tests. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

A BOOBY TRAP FOR SoCIAL SECURITY RzrmEES 
An obscure change in the retirement test 

for Social Security benefits, it turns out, is 
going to have a shattering impact on millions 
of unsuspecting people, many of them al
ready retired. Some exa.mples-

Thousands of retired business and pro
fessiona! people who are drawing benefits in 
1978 suddenly have been dlsquallfl.ed for 
those benefits and, sooner or later, are going 
to be required to pay back most or all of the 
checks received in 1978 or later. 

Many who retire will learn, perhaps too 
late, that they will not be entitled to any 
benefits in their retirement year. As a result, 
they may be in for some lean months. 

Thousands who are working just enough 
hours to pick up $50 in wages in each cal
endar quarter in order to qualify for a. future 
Social Security benefit a.re really not earning 
or getting any pension credits for this work 
and for the payroll truces taken out of their 
small stipends. 

For countless others, the change in ground 
rules makes careful planning a matter of 
crucial importance as retirement time ap
proaches. 

To help you avoid the traps laid down by 
the rule change that Congress wrote into law 
last December, here, in question-and-answer 
form. is a look at the old and new rules. 

Just what is the change in the retirement 
test? 

Basically, it is a shift from a monthly to 
an annual basis for determining if an indi
vidual ls retired an.cl, thus, eligible for ben
efits. 

Under the old law, a person was counted 
as retired in any month in which he or she 
did not earn more in wages than one twelfth 
of the annual maximum a.mount allowed and 
did not perform any "substantial services in 
self-employment." 

Under that rule, many retired people-as 
well as their spouses, widows or widowers 
an.cl even surviving children-have ma.de it a 
practice to work part of each year. If they 
worked for, say, four months and earned 
$10,000, or any substantial amount, they lost 
benefits for only those four months. They 
drew their regular benefit check for the other 
eight months. 

Now, as a general rule, that monthly test 
is eliminated. Any wages or self-employment 
income in excess of the maximum amounts 
allowed, shown in the table, will ca.use a loss 
of benefits, no matter when the money ls 
earned during a year. For each $2 above the 
limit, the individual will lose $1 in benefits. 

How, then, can a person draw any benefits 
in the year of retirement? 

Obviously, someone retiring at mid-year 
after earning, as an example, $12,000, could 
get few, if any, benefit checks for six months 
under the new rule. His earnings in the 
months prior to retirement would eliminate 
benefit checks for the rest of the year. So 
Congress provided an exception. In the year 
of retirement, and only in that year, the re
tiree stlll can make use of the monthly test. 
If a worker retires at midyear, and in ea.ch 
of the last six months of the year neither 
earns more than a twelfth of the maximum 
annual amount nor works very much in self· 
employment, he or she will be eligible fo! 
benefits in those six months. 

This makes it extremely important to se
lect the retirement year with care. What ls 
the definition of the retirement year? 

The retirement year is the one in which 
the individual first satisfies this test: He or 
she applies for benefits, is old enough and 
otherwise eligible, and has at least one 
month in which he or she neither earns more 
than the exempted wage amount nor per
forms substantial self-employment services. 

To illustrate, suppose you will reach age 
65 in November and you plan to retire a.nd 
start drawing benefits at that time. If you 
do, you will make 1978 your retirement year. 
But this means that you will be able to 
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make use of the monthly retirement test for 
only twq months, November and December. 
It might be wise to wait until January, 1979, 
to apply and establish your entitlement to 
benefits. Then, in 1979, you could earn un
limited amounts and lose benefits only for 
months in which you work. 

How, with that exception, can people lose 
first-year benefits? 

By unknowingly setting their retirement 
year prematurely and, thus, wasting their 
one-year privilege of applying the monthly 
retirement test. Example: A schoolteacher 
who reached age 65 last spring applied for 
benefits immediately, though she planned 
to continue teaching through June, 1979. 
Under the monthly retirement test, she was 
able to draw full benefits for the school
vacation months of July and August. 

Now it turns out that the teacher's move 
last spring to qualify for benefits made 1978 
her retirement year. So, if she retires next 
summer, she will get few or no Social Security 
benefits for six months. Under the annual 
retirement test, her salary for the first half 
of next year, before she actually retires, will 
bar most or all of the benefit checks she 
anticipates for the last half of 1979. 

What if one applies at age 65 Just to 
qualify for medical benefits? 

Th-at can still be done, but care is needed. 
Let's suppose, as an illustration, that you
a self-employed person--did Just that in 
June, 1977. Then you spent the month of 
December lolling on the beach in the Ba
hamas. Or let's say that, after applying for 
benefits, you quit one Job and found another 
and, thus, earned very little in wages in 
December. 

In either case, you applied and qualified 
for benefits and had one nonworking month. 
That, unfortunately, made 1977 your retire
ment year. Now, when you actually retire, 
you wm not be able to make use of the 
monthly retirement test. Therefore, if your 
total earnings in your year of actual retire
ment exceed the maximum allowance, no 
matter when you earn the money during the 
year, you will lose at least some, perhaps all, 
of your benefits that year. 

Note this fact: It makes no difference that 
you did not draw any retirement benefit for 
December. You were, in all respects, entitled 
to draw and did not work. It is the mere 
existence of entitlement for one month that 
counts in determining your retirement year 
under the new annual-earnings rule. 

What should an individual do to avoid 
trouble with the new rule? 

Plan carefully. For people in various 
situations, here are some moves to be con
sidered-

An individual who has not yet established 
a month of entitlement: If you apply simply 
to qualify for hospitalization insurance, be 
careful to avoid any nonworking months 
until you are ready to retire. ,Or wait to 
apply for hospital protection until you need 
it-that's soon enough. Note that you can 
apply strictly for supplemental medical in
s.urance, and start paying premiums, with
out becoming entitled to retirement benefits 
and wasting your one year's use of the 
monthly rule. 

Someone who, without intending to, has 
already established a month of entitlement 
and, so, has already lost out on the monthly 
rule: You should be careful to plan your 
retirement starting early in a year. Other
wise, you are likely to lose some or all of 
your benefits for that year, even if you do 
not do any work for money after you actu
ally retiree. 

An individual who, despite these warn
ings, retires in, say, September, only to find 
that no benefits can be paid for September 
through December. Inquire at your Social 
Security office about special arrangements 
to draw some of your 1979 benefits in ad
vance, with the amounts to be deducted 

from 1979 checks. This arrangement can save 
you from a sudden loss of income. In 1980, 
your Social Security payment will go back 
up to the normal level. 

Note : For self-employed individuals whose 
accounting or fiscal periods are not calen
dar yea.rs, the regulations · are more complex 
and require even more careful planning. 
Check with the nearest Social Security Ad
ministration office to find out what you 
should do. 

Can this new rule hurt people who already 
have retired? 

Yes, indeed. They must meet the annual 
retirement test if they expect to go on draw
ing benefits. And many will find it impossi
ble or impractical to do that. 

Example : For many thousands of retired 
people with high earning capacity, the funds 
they have been taking home by working 
just a small part of each year will be too 
great to warrant cutting their earnings back 
to the maximum annual a.mount allowed 
in retirement. These individuals wm do bet
ter to give up some or all of their benefits 
instead. 

Retired people who were self-employed 
in business, the professions or farming are 
likely to be hit hardest. Until 1978, they 
could draw benefits for any month in which 
they did not work more than 50 hours or, 
for a. key person in an organization, perhaps 
25 hours. They may have been, and still may 
be, earning many thousands of dollars while 
drawing most or all of their Social Security 
benefits. However, they wm not be permitted 
to do that anymore. 

For some classes of formerly self-employed 
people, little can be done to avoid :osing 
benefits entirely. An example: a partner in a 
law firm who became partly retired and en
titled to benefits in 1976. His self-employ
ment income since then-that is, his share 
of the partnership earnings-is $30,000 a 
year. Nevertheless, he is drawing full Social 
Security benefits, because he does not "per
form substantial services" for the firm in any 
month. In time, he will learn that under 
the new rule he has not been eligible for 
any benefits since last December. 

And that goes for such self-employed peo
ple as life-insurance salesmen who con
tinue to draw commissions and farmers who 
sell carry-over wheat. Regardless of their 
continuing self-employment income in re
tirement, they could be paid full benefits un
der the old monthly test. Now, even if they 
do no work, they lost some or all of their 
Social Security checks. 

Here is why: For Social Security, self
employment income is counted in the year 
in which it is received, no matter when it 
was earned. Now, without the old rule to 
protect benefits in nonworking months, it 
is simply an individual's annual earnings 
that are the deciding factor. 

For many, some or all of the benefits they 
are drawing or have drawn in 1978 will harve 
to be paid back. If neither the individual 
nor the government · learns of their non
qualified retirement checks until, say, next 
year, that could be painful. 

Will an executive's deferred compensation 
received i . retirement knock out Socia.I Se
curity benefits? 

Each such case is on its own. In general, 
deferred compensation is counted when 
earned. If you earned it in 1976 and are 
drawing it in 1978, it probably will not be 
counted as 1978 earnings under the retire
ment test, although paradoxically, you may 
have to pay Socia.I Security taxes on it. 

Are there no other exceptions to the new 
annual retirement test? 

There is one. If an individual loses his 
benefit entitlement for one month or ·more 
and then becomes entitled to a different type 
of Social Security benefit, he or she will get 
a second year in which to use the monthly 
retirement test. 

Example: A widow under age 62 loses her 
"mother's" benefit when her youngest child 
reaches age 18. At age ·62, she will become 
eligible for a widow's, rather than a mother's 
benefit. In the year she .decides·to start draw
ing a widow's benefit, she can use the 
monthly retirement test. 

What about people working to qualify for 
the minimum benefit.? 

They come under another new rule. In 
switching to the anual retirement test, Con
gress also shifted employers from a quarterly 
to an annual reporting system. In the proc
ess, Congress ·scrapped the provision under 
which workers have gotten one quarter of 
credit for each calendar quarter in which 
they earned and paid tax on $50 or more. 

Under the new rule, effective this year, 
only the total annual earnings count. Earn 
$250 in wages of self-employment income 
anytime in a year and you get one quarter 
of credit. You get two quarters for earning 
$500 in a calendar year, three for $750 and 
four for $1,000. 

The word of that new rule is going to 
come as a shock to many people who have 
been, and are, working Just enough to earn 
$50 each quarter. 

Mr. STONE. Mr. President, I yield 30 
seoonds to the Senator from Florida. 

Mr. CHILES. Mr. President, I just want 
to· associate myself with the rem,'..rks of 
the distinguished Senator from Florida. 
I think the situation without the amend
ment to make a correction really would 
be totally unfair. I think that is what we 
are seeking--equity. 

Here is a group of people who have cer
tainly labored long and hard in the vine
yards. To not give them this benefit 
would be totally unfair. 

I wholeheartedly support the remarks 
of the Senator and the thrust of the 
amendment, which I am delighted to 
cosponsor. 

Mr. STONE. I thank my distinguished 
colleague. · 

Mr. President, I ask unanimous con
sent that the amendment be temporarily 
set aside. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. STONE. Mr. President, I thank the 
distinguished Senator from Louisiana for 
yielding. 

The PRESIDING OFFICER. The Sen
ator from Maine is recognized. 

Mr. MUSKIE. Mr. President, I yield 5 
minutes to the distinguished Senator 
from Ohio. 

The PRESIDING OFFICER. The Sen
ator from Ohio is recognized. 

Mr. GLENN. Mr. President, I would 
like to reply to the remarks of the senior 
·Senator from Wyoming (Mr. HANSEN). 
I do not know where he comes up with 
this definition of tax expenditures but it 
certainly is not out of this amendment. 

If there is some great wild economic 
theory abroad in the land that in our 
system of free enterprise somehow the 
Government automatically owns all of 
the output of this country and that we 
only deign to give back to the people of 
this country what we out of our Federal 
largess decide they are .likely to need, 
then that is some wild economic theory 
well beyond me and not incorporated in 
this amendment. Yet it keeps coming up 
and up and up repeatedly, as though I 
had subscribed · to some great Commu
nist or socialist theory of some kind, 
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which is certainly not in this amend- unemployed, workmen's compensation, 
ment. special benefits for coal miners, capital 

That would be No. 1. gains, retirement benefits, veterans' dis-
! do not know where these definitions ability, veterans' payments, GI bill

come from but they are not part of this means all of these items will not be ter
amendment and no one can show me any minated under this bill because the Sen
part of this amendment that so defines ate Finance Committee refuses to re
tax expenditures. Our definition of it view them, refuses the recommendation 
comes directly from the Congressional of the Senate, the Senate refuses to con
Budget Act. sider them, the House refuses to con-

So when the Senator talks about his sider them. 
people in Wyoming thinking this series I cannot, in my wildest imagination, 
is crazy, I join with his people in Wyo- think that we would refuse' to consider 
ming. I highly admire the people in Wyo- those things. I am for a process that will 
ming and their discerning that anything permit those things even to be increased 
like this would be complete nonsense. I af.ter due consideration. Yet we do not 
support their judgment in this case. have that procedure now. We do not have 

I suppose that by not including any- a system for that now. That is what this 
thing for review once it has been enacted amendment would establish, a very 
here, we would take all those items that straightforward, simple review process. 
the distinguished Senator from Wyoming The PRESIDING OFFICER. The Sen-
listed and also say we are not going to ator's 5 minutes have expired. 
consider increasing those. I would say, Mr. GLENN. I thank the distinguished 
go to the sick and say, ''You have. what Senator from Maine for yielding me 5 
you have now, but do not ever expect the minutes. 
Federal Government to raise that, do not The PRESIDING OFFICER. Who 
ever expect us to help you out more, be- yields time? 
cause we are not going to commit to ever Mr. BAYH. Mr. President, will the Sen
reviewing this; up or down or termina- ator from Maine yield me 3 or 4 min
tion." utes to see if it is possible to get an 

I would say go to the unemployed and amendment considered and accepted? 
say, "What you have right now, you are Mr. MUSKIE. I yield the Senator 4 
going to live with, Mister. If you are minutes. 
unemployed, do not ever expect the Gov- Mr. BAYH. I appreciate the courtesy of 
ernment to raise that, because we are the Senator from Maine. 
not going to consider it." AMENDMENT 3992 

The same thing with workmen's com- (Purpose: Relating to industrial develop-
pensation. To those coal miners in West ment bonds for facilities involving urban 
Virginia and Wyoming, we say those development action grants) 
benefits will never be increased because Mr. BAYH. I want to call the Sen-
we are never going to get around to any ates attention to an amendment I of
review process that permits those things fered on Friday No. 3992 which deals 
to be increased, or go up or down or be with the combination of funding avail
sunsetted or whatever to see if they are able under the UDAG program with in
correct. dustrial development bonds. The law now 

On capital gains for those over 65 that has a $1 and $5 million limitation. The 
the Senator mentioned are moving from $5 million is not applicable if the total in
their homes or apartments, to give them vestment goes over $5 million. In the wis
a break on this, we say, "Never expect · dom of the committee, this funding level 
any more, do not expect us to increase was raised from $1 and $5 million to $2 
that, because we are never going to get and $12 million. In other words, you can 
around to taking it up. We are not even invest at least $2 million in industrial 
going to consider it here, it will be this development bonds and up to $12 million 
way 100 years from now, because we have as long as the investment is not more 
no systematic procedure for ever looking than $12 million. The Senator from In
at i.t again." diana would not increase the size of the 

That is the only thing this bill pro- industrial development bonds that were 
vides to those who retire, veterans that permitted; it would be maintained at 
are disabled, to veterans benefits pay- $12 million, but would permit the total 
ments, to the GI bill that we mentioned. size of the investment to be up to $20 
Those things will not be considered on million. 
any regular basis. This amendment What this would mean is that we would 
would provide a rational procedure for get more private investment capital into 
doing that. the UDAG program. I do not know what 

Next, the Senator said in his remarks my colleagues' experience has been, but 
that this is not a review process. I believe I have found UDAG, in my judgment, has 
that is a direct quote, "Not a review proc- been very successful, because we have 
ess." If this does not establish a review provided seed money. Some has been as 
process, then I submit to the Senator high as $1 to $30-$1 of seed money from 
from Wyoming that we have completely UDAG, $30 of private outside ·capital. I 
missed the mark, because that is all this think the average is about 1 to 5, not to 
amendment does. All it does is establish misrepresent the program. It is directed 
a systematic review process. All the rest at redeveloping our urban areas and that 
of this talk about some wild economic is a very important need. 
theory that we have subscribed to, some I wonder if the Senator from Lou
Socialist or Communist doctrine that I isiana and the Senator from Wisconsin 
am now supposed to be subscribing to is might consider this. 
false. The fact that we do not take on Mr. PROXMIRE. If the Senator will 
all these different categories to the sick, yield, I am very concerned about this. As 

CXXIV--2183-Part 26 

the Senator knows, the Committee on 
Banking, Housing, and Urban Develop
ment has jurisdiction in this area. 

I appreciate the Senator's proposal, but 
it is my strong feeling that too much of 
this money has been going downtown. 
It is another extension of the urban re
newal program. Not enough has been 
going to the neighborhoods, the inner 
city, the places where poor people live. 
It seems this might add to that. 

What concerns me is a technical but 
very important technical difference. As I 
understand that amendment, because it 
would open it up to projects which, as 
the Senator says, go up to $20 million, 
would provide $12 million eligibility for 
UDAG programs, it .would cost some
thing-not much, but something. The 
revenue effect in the first year would be 
what, $1 million? 

Mr. BA YH. $1 million minus 3 months' 
worth of expenditure which, in a full 
calendar year, would be $1 million. But 
since we are not going to have this take 
effect until the first of January, it will 
only be for three quarters of the year, 
so it will be about $750,000. 

Mr. PROXMffiE. Will the chairman 
permit a parliamentary inquiry? Would 
the Senator from Maine yield me 1 min
ute? 

Mr. BA YH. Anybody can make a par
liamentary inquiry. 

Mr. PROXMmE. Mr. President, I ask 
if the amendment of the Senator from 
Indiana would be in order? 

Mr. GLENN. Mr. President, I am con
trolling the time for the Senator from 
Maine. I yield him 2 minutes. 

Mr. PROXMffiE. Under the Budget 
Act, in view of the fact that the bill is 
now at the limit in revenue loss and this 
additional revenue loss, small as it is, 
nevertheless is specific and definite, I ask 
if this would be a violation of the Budget 
Act? 

The PRESIDING OFFICER. Until the 
amendment is sent up and the Chair has 
an opportunity to see it, it cannot an
swer the parliamentary inquiry, 

Mr. BAYH. I ask unanimous consent 
that it be appropriate to consider this, 
that the amendment of the Senator from 
Montana be temporarily set aside. I send 
my amendment to the desk. It has not 
been submitted but has been printed. 

The PRESIDING OFFICER. . Did the 
Chair understand the Senator from In
diana to ask unanimous consent that the 
amendment by the Senator from Mon
tana be set aside and his amendment be 
considered? 

Mr. BAYH. The way I understand it, 
that is the only way it can be done. 

The PRESIDING OFFICER. The Sen-
ator is correct. Is there objection? 

Without objection, it is so ordered. 
The clerk will state the amendment. 
The legislative clerk read as follows : 
The Senator from Indiana (Mr. BAYH) 

proposes an amendment numbered 3992. 

Mr. BAYH. I ask unanimous consent 
that further reading be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 300, between lines 21 and 22, in

sert the following new section: 
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SEC. 339. INCREASE IN CAPITAL EXPENDITURE 

ALLOWANCE WITH RESPECT TO 
WHICH $12,000,000 SHALL ISSUE 
RULE APPLIES IN CASE OF URBAN 
DEVELOPMENT ACTION GRANT 
FACILITIES. 

(a) INCREASE IN AMOUNT OF CAPITAL Ex
PENDITURES.-Paragraph (6) of section 103 
(c) (relating to exemption for certain small 
issues) is amended by adding at the end 
thereof the following new subparagraph: 

"(I) URBAN DEVELOPMENT ACTION GRANTS.
"(!) IN GENERAL.-Notwithstanding the 

provisions of subparagraph (D), and except 
as provided in clause (11), in the case of any 
issue-

"(I) the aggregate face amount of which 
(as determined under subparagraph (D) (ii)) 
is in excess of $12,000,000 and not greater 
than $20,000,000, and 

"(II) substantially all of the proceeds of 
which are to be used to provide facilities 
with respect to which an urban development 
action grant has been made under section 119 
of the Housing and Community Develop
ment Act of 1974, 
the issuer may elect to have the provisions 
of subparagraph (D) apply. 

"(ii) LIMITATION.-The provisions of clause 
(1) shall not apply if the amount described 
in subparagraph (B) which is taken into 
account in determining the aggregate face 
amount. of the issue under subparagraph (D) 
(ii) exceeds $12 ,000,000.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to obliga
tions issued after December 31, 1978, in tax
able years ending after such date. 

The PRESIDING OFFICER. Who 
yields time? 

The Senator from Wisconsin has 1 
minute remaining. 

Mr. PROXMIRE. I make my parlia
mentary inquiry whether this amend
ment will violate section 11 of the Budg
et Act, in view of the fact that it will re
sult in a roughly $1 million budget loss 
in 1979? · 

The PRESIDING OFFICER. The 
Chair will ask the Senator's indulgence. 
We do not have a calculator at the roster 
to determine whether we are up or under 
or over. 

Mr. BA YH. If the Chair will allow a 
Member of the body to think out loud 
for the Parliamentarian, my staff was 
advised when we started out this morn
ing that we had about $2 million leeway. 

Now, we have not soent any money, 
but presumably rounded off some corners, 
and this point is being raised by the 
Senator from Wisconsin and he is per
fectly within his right. But it seems to 
me with all the money we have been 
dealing with here, then quibbling about 
$750,000 denied in this very important 
development program, I think is sort ot 
picking at things that are not as impor
tant as some things we have not picked 
at. · 

The PRESIDING OFFICER. The Chair 
is ready to rule on this, the Chair has 
been advised .that this hits the ceiling of 
the budget resolution, this has mone
tary effect, therefore, the amendment 
would be subject to a point of order. 

Mr. BA YH. I will revise my amendment 
and change the effective date to Oc
tober l, 1979. 

The PRESIDING OFFICER. The 
amendment is so modified. 

Mr. GLENN. · Mr. President, a par
liamentary inquiry. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. GLENN. A parliamentary inquiry, 
allotted 2 minutes to the Senator from 
Wisconsin, has that been exceeded? 

Mr. LONG. I yield myself 1 minute. 
Mr. President, I would suggest to the 

Senator he have his amendment at the 
desk drafted both ways because at some 
point we may vote for an amendment 
that would gain us some revenues. At 
that point, his amendment would be in 
order. 

So I suggest he have it both ways, to 
go into effect for this :fiscal year and 
next. · 

I know that is an amendment I will 
support. If agreed to, it would pick up 
some revenue; and if that is the case it 
would be relevant to this fiscal year and 
then be in order. 

Mr. BAYH. Would it be appropriate 
for us to adopt the amendment with the 
date as it is now? 

Mr. LONG. The Senator cannot do 
it right now. He has to wait until we 
agree to some amendment to · pick up 
some revenue and then the amendment 
would be no longer in violation of the 
budget process. 

Mr. BAYH. As revised, I say to the dis
tinguished chairman, who has a lot of 
things on his mind, but as revised, there 
would be no revenue loss in this, but 
make it effective next :fiscal year, would 
that change the problem any? 

Mr. LONG. The point is that it may 
be that the Senate picks up some reve
nue. If that is the case--

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. LONG. I yield another 30 seconds. 
When this will be voted on after clo

ture, if we get cloture, it is no longer 
subject to the budgetary objection, and I 
think it is germane. 

The PRESIDING OFFICER. Who 
yields time? . 

Mr. HANSEN. I yield 2 minutes to the 
distinguished Senator from Rhode Is
land. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island. 

Mr. CHAFEE. Mr. President, I call up 
an amendment I have at the desk deal
ing with the closure of certain Interni:i,l 
Revenue offices and I ask unanimous con
sent we might consider this amendment 
now. 

The PRESIDING OFFICER. The Chair 
would advise all Senators that no amend
ment is in order as long as there is a 
pending amendment at the desk. 

We have the Senator from Montana 
and the Senator from Indiana, and only 

· by unanimous consent can an amend
ment be considered. We have two pend
ing at the desk. 

Mr. BA YH. Mr. President, I ask unani
mous consent mine be put aside. 

Mr. PROXMIRE. Reserving the right 
to object, Mr. President, I ask if the 
Senator from Ohio will yield me 1 min
ute. 

Mr. GLENN. ·one minute. 
The PRESIDING OFFICER. The Sen

ator from Wisconsin. 
Mr. PROXMIRE. May I ask the Sen

ator from Rhode Island if this 1s the 

New England Patriots football team 
amendment? 

Mr. CHAFEE. It is not. 
Mr. PROXMIRE. I thank the Senator. 
Mr. CHAFEE. I ask unanimous con-

sent I might bring up this amendment. 
If I can explain it briefly, it just post
pones the closure of certain IRS offices in 
a series of small States until July 1, 1979. 
Meanwhile, the GAO is to produce a 
study to ascertain whether, indeed, the 
closure of these offices would save money 
and provide the services. 

Mr. METZENBAUM. I ask the Senator 
from Ohio to yield me 1 minute. 

The PRESIDING OFFICER. Will the 
Senator withhold for just a moment? 

The question before the Senate now 
is the unanimous-consent agreement by 
the Senator from Indiana to set aside 
his amendment temporarily. 

Is there objection? Without objection, 
it is so ordered. 

Mr. CHAFEE. I make a request that 
I might bring up this amendment, even 
though the Melcher amendment is pend-
ing. . 

The PRESIDING OFFICER. Is there 
objection? 

Mr. METZENBAUM. Mr. President, 
reserving the right to object, and I may 
object--

The PRESIDING OFFICER. On whose 
time? 

Mr. METZENBAUM. Will the Senator 
from Ohio give me 1 minute? 

Mr. GLENN. Yes. 
The PRESIDING OFFICER. The Sen

ator may proceed. 
Mr. METZENBAUM. I want to make 

it clear, I will object to any amendments 
coming up, I will suggest the absence of a 
quorum, and until such time as it is made 
possible for those of us who have a con
cern with respect to pending amend
ments to obtain time, adequate time, in 
order to provide debate on the measures. 

Therefore, I serve notice I expect to 
be able to stand on the floor and read an 
amendment and debate it, and argue 
against it, but not to go on bended knee 
to try to get 2 or 3 minutes from some
body. 

Therefore, I will object to the Senator 
from Rhode Island having unanimous 
consent unless somebody can provide a 
procedu're that the Senator from Wis
consin and the Senator from Ohio can 
at least have 30 minutes of the remain
ing time available for the purpose of 
adequate debate. 

The PRESIDING OFFICER. Objec-
tion is heard. 

The Senator has some time left. 
Who yields time? 
Mr. HANSEN. Mr. President, I yield 1 

minute to the Senator from Rhode 
Island-I withdraw that. 

The PRESIDING OFFICER. The Sen
ator from Maine. 

Mr. MUSKIE. Mr. President, would the 
Senator repeat his offer? I may be able 
to accommodate him, if I understand his 
request. 

Mr. METZENBAUM. I am requesting 
that the Senator from Wisconsin and the 
Senator from Ohio, who have indicated 
a concern about some of the amend
ments, be accorded 30 minutes of time on 
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our own so that we not go on bended 
knee regularly to try to get 2 or 3 
minutes. 

If the Senator from Maine can allot 30 
minutes of his time to us, or the Senator 
from Louisiana can, then I have no ob
jection to proceeding forward. But I do 
think the procedure is an incongruous 
one at this time. 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Maine has the floor. 
Mr. MUSKIE I yield--
Mr. PROXMIRE. I do not think it is 

necessary for the Senator to yield time, 
if we can have an understanding these 
amendments can be called up, as they 
have been all morning, and discussed, 
but not voted on. That is what concerns 
us, having a vote without an opportunity 
to cross-examine and discuss and debate, 
as we should, so we understand what we 
will vote on on these amendments. That 
is what we are really concerned about. 

So, if the Senator from Maine yields to 
the Senators to discuss them, that is fine, 
as long as we· do not have a vote and are 
not precluded from discussing in the 
future before there is a vote on the 
amendment. 

Mr. MUSKIE. I yield to the Senator 
from Idaho. 

Mr. CHURCH. I would like to concur 
in what the distinguished Senator from 
Wisconsin has said. 

I have an amendment relatin·g to the 
present tax deferral on foreign-earned 
profits. I would like an opportunity to lay 
down the case for that amendment, even 
though I am quite willing to vote on it 
later today. But I think the procedure 
should accommodate all Senators who 
would like to take this opportunity to 
make their argm_nents for or against 
amendments to be voted on later. 

Mr. MUSKIE. May I say to the Sena
tor that, however, so far as the nonger
mane amendments, which are the prin
cipal subject of the discussion this morn
ing, are concerned, I have no further 
need for time at the moment. I may have, 
however, as the parliamentary situation 
unfolds. 

I want the Senators to understand that 
, I would like to have the floor, but I would 

be willing-how much time do I have 
left, Mr. President? 

The PRESIDING OFFICER. The Sen
ator from Maine has 62 minutes. 

Mr. MUSKIE. I would be willing to 
make half of that time available for the 
purposes that we have all been discuss
ing here, provided it is .understood just 
amongst us, as Senators, in the spirit of 
comity, that if I needed to get a:cess to 
the floor, or as the parliamentary situa
tion unfolds, that I may be able to make 
that attempt. 

Mr. LONG. How much time do I have 
remaining, Mr. President? 

The PRESIDING OFFICER. The Sen
ator from Louisiana has 24 minutes left. 

Mr. LONG. Some of that time-say, 8 
of the 24 minutes-I will make available 
for that purpose, too. 

The parli~mentary situation that 
exists at this moment is that any Senator 
can prevent any amendment that is of
fered from coming to a vote. All he has 
to do is to insist on his rights. He can 

suggest the absence of a quorum, if he 
wishes, or he can make the point that he 
is not willing for the Senate to vote on 
it, and it will not come to a vote. So no 
amendment can be agreed to, under the 
existing parliamentary situation, if any 
Senator does not want us to vote on it. 

In a sense, we are acting by unanimous 
consent, to the extent that any Senator 
here has it completely within his power 
to say that there will not be a vote on any 
amendment that comes up. But it would 
be well if we could dispose of some of the 
nongermane amendments during · this 
period; because once cloture is voted, 
they will not be in order, unless by 
unanimous consent. 

Mr. METZENBAUM. The Senator from 
Louisiana and the Senator from Maine 
indicate that there will be adequate time 
for debate, and they are indicating in 
connection with the Melcher amend
ment that it should go to a vote. I was 
thinking about moving to lay it on the 

· table, which I had no desire to do. I did 
not want to suggest the absence of a 
quorum. In view of the statements by 
the Senator from Maine and the Sen
ator from Louisiana, if the Senator from 
Rhode Island cares to offer his amend
ment now, I will not object. 

Mr. HANSEN. I yield 1 minute to the 
Senator from Rhode Island. 

UP AMENDMENT NO. 2036 

(Purpose: To prohibit the implementation of 
a. reorganization of 12 small ms district 
offices until a. study can be conducted by 
t~e Genera.I Accounting Office with respect 
to the effect of such reorganization on tax
payer services) 
Mr. CHAFEE. Mr. President, I call up 

my amendment which is at the desk, 
which deals with certain IRS offices, and 
I ask unanimous consent that it may be 
considered and disposed of even though 
the Melcher amendment is pending. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. PROXMIRE. Mr. President, reserv
ing the right to object, I do not want to 
say "disposed of." We can debate it. We 
have heard a brief explanation, but I 
think we should know more about it. 

Mr. LONG. Only that it be considered. 
Mr. CHAFEE. Considered. 
The PRESIDING OFFICER. Sen

ators will please give the Chair an op
portunity to do what it is supposed to 
do. 

The amendment will be stated. 
The legislative clerk read as follows: 
The Sena.tor from Rhode Island (Mr. 

CHAFEE) proposes a.n unprinted amendment 
numbered 2036. · 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in the committee 

substitute bill, add the following new 
section: · 
SEC. . INTERNAL REVENUE SERVICE REORGA

NIZATION. 
(a) IN GENERAL.-The Secretary of the 

Treasury shall not implement the proposed 
reorganization of selected Internal Revenue 
Service district offices in Dela.ware, Ida.ho, 
Maine, Montana, New Hampshire, New Mex-

let>, North Dakota., Rhode Island, South Da
kota., Utah, Vermont, and ·Wyoming through 
the elimination of levels of management and 
the transfer oi: administrative and support 
services recommended by the Internal Reve
nue Service orga.nlza.tiona.l review study 
group. 

(b) GENERAL ACCOUNTING OFFICE STUDY.
The Comptroller Genera.I shall conduct a. 
study and evaluation of the proposed Inter
nal Revenue Service reorganization plan de
scribed in subsection (a.) and report to the 
Congress not later than July 1, 1979,- as to 
how the implementation of the proposed 
reorganization plan would affect taxpayer 
services and whether implementa.titm of the 
pla.n would reduce Federal outlays for the 
administration of the Internal Revenue Code 
of 1954. 

The PRESIDING OFFICER. The Chair 
asks the Senator from Rhode Island, is 
this an amendment to the committee 
substitute or to the bill? 

Mr. CHAFEE. I guess it is to the bill. 
The PRESIDING OFFICER. To the 

House bill? 
Mr. CHAFEE. The committee substi

tute. 
The PRESIDING OFFICER. The Sen

ator may proceed. 
Mr. CHAFEE. Mr. President, on be

half of myself, Mr. GARN, Mr. HANSEN, 
Mr. PAUL G. HATFIELD, Mr. BIDEN, Mr. 
DOMENIC I, Mr. ABOUREZK, Mr. DURKIN, 
Mr. PELL, Mr. SCHMITT, Mr. STAFFORD, 
Mr. YOUNG, Mr. MELCHER, Mr. McINTYRE, 
and Mr. McGoVERN, I offer this amend
ment. I ask unanimous consent that the 
name of Mr. WALLOP be added as a 
cosponsor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

-Mr. CHAFEE. Mr. President, the ms 
has plans to close certain offices in small 
States, and they are going to consolidate 
them. They are not going to close the 
complete offices but close some important 
functions and consolidate them in some 
major cities. This amendment would re
quire that those plans not be proceeded 
with until July 1, 1979. 

Meanwhile, the GAO would conduct a 
study and report to Congress on whether 
the closure of those offices would save 
any money and whether the services 
could be maintained. 

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. CHAFEE. I hope the committee 
will accept this amendment. 

Mr. LONG. I yield myself 1 minute. 
Mr. President, the Senate Finance 

committee discussed the matter; and,- on 
motion of the Senator from Delaware 
(Mr. ROTH), we recommended a commit
tee resolution expressing the sense of the 
Senate that these offices should not be 
closed until the matter has been studied 
further. 

The Senator's amendment, I thilik, 
prohibits the closing of the offices for a 
certain period of time-until June 30 of 
next year. In that respect, he goes fur
ther than the Finance Committee resolu
tion. Of course, the Treasury would be 
·opposed to this, because in their view, 
these offices should be closed. 

So far as this Senator is concerned, it 
would be all right with him to ·abide by 
the wishes of the Senate, and I have no 
objection to it personally. 
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The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. LONG. I am willing to leave it up 
to the Senate, if that be the will of the 
Senate, but someone may object; and if 
so, it will have to go over. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield me 1 minute? 

Mr. LONG. I yield. 
Mr. PROXMIRE. Mr. President, we 

have some serious problem with respect 
to HUD. Whenever an .agency tries to 
close an office anywhere, the Senator in 
the State where the offices are to be 
closed, for obvious and understandable 
reasons, tends to object. But it makes it 
extremely difficult for the executive 
branch to operate in an efficient way. 

It seems to me that this kind of amend
ment may be meritorious. But for us to 
act on it with a very brief debate, with
out having an understanding of what 
the plan is, without knowing what the 
IRS argument is, without having it laid 
out before us, would be premature. 

As to the arguments on the HUD mat
ter, I am convinced that HUD was right. 
Other Senators "are convinced that they 
were wrong. 

We had an extensive debate and long 
discussion in the committee, and we will 
have to thrash it out in conference. 

I am concerned that if this amend
ment came in, a great deal of opportunity 
to deliberate and debate, to determine 
whether or not we can have a more effi
cient IRS, would be abbreviated, and we 
would be deciding on a political basis, 
rather on the basis of how we can have 
the most efficient Internal Revenue 
Service. 

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. CHAFEE. Mr. President, will the 
Senator from Wyoming yield me 1 
minute? 

Mr. HANSEN. I yield. 
Mr. CHAFEE. Obviously, there is ob

jection. I wonder whether we could go 
back to the committee report on this bill, 
following the resolution of the commit
tee, urging them not to close the offices 
on the States mentioned until they have 
better substantiation than they currently 
have.· 

Mr. PF.OXMIRE. I have no obj~tion 
to that. That sounds fine. 

Mr. LONG. The sense of the Senate 
resolution. 

Mr. CHAFE'E. That is satisfactory. 
The PRESIDING OFFICER.. Does the 

Senator withdraw his amendment? 
Mr. CHAFEE. I do. 
·The PRESIDING OFFICER. The 

amendment is withdrawn. 
UP AMENDMENT NO. 2037 

(Purpose: To express the sense of the Senate 
relating to the -future revenue loss under 
the bill) 
Mr. LONG. Mr. President, I send to the 

desk an amendment and ask unanimous 
consent that it be in order to consider it 
at this time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The other 
amendments are set aside, and this 
amendment can be considered. 

How much time does the Senator yield? 
Mr. LONG. I yield myself 2 minutes. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

The Senator from Louisiana (Mr. LONG) 
proposes an unprinted amendment numbered 
2037: 

At the end of the committee amendment, 
add the following new section: 

SEC. . It is the sense of the Senate that 
the conferees on the part of the Senate shall 
limit the revenue loss from this bill for the 
fiscal years following 1979 to an extent that 
is practical and responsible. 

Mr. LONG. Mr. President, I should like 
to refer to a specific figure of revenue loss 
in the years after 1979, but it is not pos- · 
sible to do that at this point. The bill 
already has revenue losses in years after 
1979 that, in my judgment, are irrespon
sible and that must be pared down. This 
would be true of fiscal years 1980, 1981, 
1982, 1983, 1984, 1985, and so forth. 

So there are many things in the bill 
already that will have to be pared down, 
if this bill is going to be fiscally 
responsible. 

This amendment would be an instruc
tion to the conferees that they should 
understand that this bill will have to be 
pared down in conference, because that 
will be necessary. 

Mr. MUSKIE. Mr. President, will the 
Senator yield? 

Mr. LONG. I yield. 
Mr. MUSKIE. Mr. President, this is 

similar to an amendment which the Sen
ator offered and which was adopted by 
the Senate last year. I regard is as a com
mitment by the Senator, which I think 
he has anyway, independent of this 
amendment, to bring this bill within the 
constraints of the budget resolution, and 
I applaud that. 

I urge him, also, to look at the costs, 
because we have no control over those. 
We are dependent upon him to handle 
that. I am perfectly willing to do that. 
This is the way, perhaps to get other Sen
ators committed to the same objective, 
and for that reason I think the amend
ment is appropriate. 

Mr. LONG. I thank the Senator. 
The PRESIDING OFFICER. The Sen

ator's time has expired. 
Mr. HANSEN. Mr. President, I yield 1 

minute to my colleague from Wyoming. 
Mr. LONG. Could we vote on the 

amendment? 
The PRESIDING OFFICER. The Sen

ator's amendment is pending. 
Without objection, the amendment is 

agreed to. 
The Senator from Wyoming has 1 min

ute. 
AMENDMENT NO. 3990 

(Purpose: To provide for the exclusion, from 
gross income, of certain cost-sharing pay
ments) 

Mr. WALLOP. Mr. President, I ask 
unanimous consent that the Melcher 
amendment be temporarily laid aside 
and that it be in order to call up amend
ment No. 3990. 

The PRESIDING OFFICER. Without 
objection, all amendments are set aside, 
and the clerk will state the amendment. 

The legislative clerk read as follows: 
The Senator from Wyoming (Mr. WALLOP) 

proposes an amendment numbered 3990. 

Mr. WALLOP. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in the bill, insert 

the following new section: 
SEC. . . CERTAIN PAYMENTS NOT INCLUDED IN 

GROSS INCOME. 
. (a) IN GENERAL.-Part III of subchapter 

B of chapter 1 (relating to items specifically 
excluded from gross income), as amended by 
section 134 of this Act, is amended by re
designating section 125 as 126 and by in
serting immediately after section 124 the 
following new section: 
"SEC. 125. CERTAIN COST-SHARING PAYMENTS. 

" (a) GENERAL RULE.-Gross income does 
not include payments received under-

"(1) the Rural Clean Water Program au
thorized by section 208 (j) of the Federal Wa
ter Pollution Control Act (33 U.S.C. 1288 
(j)), or 

"(2) the Rural Abandoned Mine Pro
gram authorized by section 406 of the Sur
face Mining Control and Reclamation Act of 
1977 (30 u.s.c. 1236). 

"(b) APPLICATION WITH OTHER SECTIONS.
No deduction or credit allowable under any 
other ·provision of this chapter shall be al
lowed with respect to any expenditure made 
with the use of payments described in sub
section (a) or with respect to any property 
acquired with any payment described in sub
section (a) (to the extent that the basis is 
allocable to the use of such payments). Not
withstanding any provision of section 1016 
to the contrary, no adjustment to basis shall 
be made for expenditures chargeable to cap
ital account with respect to property ac
buired through the use of such payments, 
to the extent that such adjustment would 
reflect the amount of such payment.". 

(b) CLERICAL AMENDMENT.-The table of 
sections for such part is amended by striking 
out the last item and inserting in lieu 
thereof the following: 

"Sec. 125. Certain cost-sharing-payments. 
"Sec. 126. Cross references to other Acts." . 
(c) EFFECTIVE DATE.-Tlie amendments 

made by this section shall apply with re
spect to taxable years beginning after the 
date of enactment of this Act. 

Mr. WALLOP. Mr. President, I am of
fering an amendment that will clarify 
the tax treatment of cost-share pay
ments in two important environmental 
programs. The amendment was origi
nally introduced in the Senate as S. 
3388. This amendment will change the 
tax treatment of cost-share payments 
given to landowners under the Clean 
Water Act of 1977 and the rural aban
doned mines program. The Internal Rev
enue Service has notified the Soil Con
servation Service that cost-share pay
ments will be treated as taxable income. 
Participation in the voluntary programs 
will be severely restricted if the tax 
treatment intended for these payments 
is not clarified by Congress. This bill 
will exclude from gross income, pay
ments made under the rural clean water 
program of the Federal Water Pollution 
Control Act and payments received un
der the rural abandoned mines program, 
which was authorized by section 406 of 
the Surf ace Mining Control and Recla-
mation Act of 1977. · 

Mr. President, to demonstrate the 
need for this amendment, it would be 
useful to explain the intent of Con
gress in authorizing the cost-share pro-
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gram for the Rural Clean Water Act 
and the rural abandoned mines program. 

The Senate Committee on Environ
ment and Public Works recently passed 
the Clean Water Act of 1977, Public Law 
95-217. This bill paid attention not only 
to water pollution in our urban areas, 
but also to the growing problem of water 
pollution in rural and agricultural re
gions of the country. In an effort to re
duce water pollution in rural areas, Con
gress approved a program to assist farm
ers and ranchers in implementing long
term soil conservation practices that will 
reduce nonpoint source pollution. Vol
untary participation in this water pol
lution control program js encouraged by 
the Soil Conservation Service, which 
would provide cost-share payments to 
farmers and ranchers. The SCS will pro
vide payments of up to 50 percent of the 
cost of installing water control mecha
nisms, but only to farmers in areas with 
approved water management plans. 

Clearly, the cost-share arrangements 
were intended to ease the financial bur
den of farm operators and owners in 
implementing soil conservation practices, 
specifically designed to improve water 
quality. 

Revenue Service has indicated that 
cost-share payments under the Clean 
Water Act of 1977 will be treated as 
taxable income. This tax treatment 
will push participating farmers and 
ranchers into higher income brackets, 
increase their tax liability, and create 
a penalty for participation. 

The successful implementation of the 
rural abandoned mines program is 
threatened by the same tax problem con
cerning cost-share payments. The rural 
abandoned mines program <RAMP) 
came into being as a part of the Pub
lic Law 95-87, the Surface Mine Control 
and Reclamation Act of 1977. 

The RAMP program is a long overdue 
effort to reclaim 1.1 million acres of 
abandoned coal mined lands in 29 States. 
Under the RAMP program, landowners 
are encouraged to reclaim abandoned 
surface mined lands through cost-share 
payments provided by the Soil Conserva
tion Service. Cost-share payments are 
provided to participating owners of land 
and water rights for reclamation of up 
to 320 acres of surface mined lands. The 
Secretary of Agriculture determines what 
percentage of the total cost of reclaim
ing these lands will be covered. If the 
Secretary determines that the main 
benefits derived under the program are 
related to improving offsite water qual
ity, esthetic values, or other offsite 
benefits, then the Soil Conservation Serv
ice can cover a larger proportion of the 
reclamation cost. 

If the matching · share requirement 
would burden the landowner financially 
to such an extent that participation 
would be withdrawn, the Secretary of 
Agriculture can authorize larger cost
share payments. Under these adminis
trative guidelines, RAMP reclamation 
projects receiving cost-share payments 
are scrutinized as to the extent of the 
public benefit from the reclamation ef
forts. 

I have discussed the tax problem fac
ing the rural abandoned mines program 

with the distinguished chairman of the 
Senate Energy Committee, under whose 
leadership this program came into being. 
Senator JACKSON has endorsed this 
amendment as it pertains to the taxa
tion of cost shares in the RAMP program. 
I would like to take a moment to quote 
from Senator JACKSON'S letter relating to 
the taxation of cost-share payments in 
the rural abandoned mines program. 

When we developed this program in com
mittee in 1973, it was our intention that the 
full amount of Federal funding would be 
spent on rehab111tation of the land. Requir
ing a portion of the Federal funds to simply 
be returned to the Treasury would be totally 
inconsistent with achievement ef the objec
tives of the program. 

The amendment has the support of a 
broad-based coalition of environmental, 
agricultural, arid mining organizations. 
Some of the environmental organizations 
supporting the amendment are the 
Sierra Club, the Environmental Policy 
Center, the Clean Water Action Group, 
the National Wildlife Federation, the 
Illinois south project, and the Appa
lachian Coalition. The amendment is also 
supported by the American Mining Con
gress, reflecting their hopes that it will 
help the Soil Conservation Service meet 
its rural land reclamation objectives. 
Organizations interested in water law, 
such as the National Water Resources 
Association and the l\{etropolitan Water 
District of Southern California also sup
port this amendment as a means to as
sist the implementation of the Rural 
Clean Water Act. 

Mr. President, I ask unanimous con
sent that a statement by Mr. DoMENICI, 
in connection with this amendment, be 
printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

STATEMENT BY MR. DOMENICI 

I am pl~ed to be a co-sponsor of the 
Wallop amendment and I would like to take 
a moment to explain why this amendment 
should be enacted into law. 

As indicated by the distinguished list of 
co-sponsors on this amendment, and the di
verse range of organizations that endorse 
its passage, the measure has achieved rec
ognition as an important initiative in the 
tax treatment of environmental programs. 
By excluding the cost share payments in 
these two programs from taxation, the Sen
ate will allow the Rural Clean Water Pro
gram and the Rural Abandoned Mines Pro
gram to operate as the Congress originally 
intended ... positive environmental initia
tives based on incentive and cooperation be
tween the government and private land 
holders. 

There seems to be two approaches Con
gress has taken to cleaning up the environ
ment. One ls the carrot and the other is the 
stick. It seems like all too often Congress or 
E.P .A. is willing to take the latter approach, 
imposing restrictions or regulations to im
prove the environment. But our people are 
getting tired of the barrage of laws and regu
lations coming from Washington. On the 
other .hand, today we are considering two 
environmental programs that are based on 
incentives and cooperation between indi
viduals and a government agency. It seems 
to me that these are the kind of programs 
that should be encouraged, instead of taxed. 
If Congress established programs with the 
intent that they be based on incentive, it 
makes no sense to see that incentive taxed 
a.way by the arbitrary interpretation of the 

I.R.S. The present tax treatment afforded. 
cost shares would virtually destroy a posi
tive environmental initiative like the Rural 
Clean water program. I had the opportunity 
of working with Senator Wallop on the 
Clean Water Act of 1978, in the Committee 
on Environment and Public Works. The Com
mittee, under exemplary leadership of Sen
ator Randolph, put together a bill which re
flects great interest in the problems of water 
pollution in rural areas. The programs in that 
bill will help farmers, ranches and other rural 
land owners to implement long-term soil 
conservation practices that will reduce non
point water pollution. Under the cost share 
program in the bill, the Soil Conservation 
Service would provide payments of up to 50 
percent of the cost of installing water con
trol mechanisms to farmers in areas with 
approved water management plans. The max
imum cost share payment under the program 
is $50,000. These cost share arrangements 
were intended to ease the financial burden of 
farm opera.tors and owners in implementing 
modern soil conservation· practices to reduce 
water pollution in the rural areas of our 
nation. 

The Wallop amendment wlll allow the 
Rural Clean Water Cost Share Program to 
operate effectively in New Mexico and across 
the country. I support the Wallop amend
ment and encourage the Senate to pass thiP
mea.sure so that two useful and innovative 
environmental programs can operate in a 
manner desired by Congress. 

Mr. WALLOP. I ask unanimous con
sent that these studies...- and letters dis
cussing the RAM program and the 
merits of this amendment be printed in 
the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
FINAL IMPACT STATEMENT RURAL ABANDONED 

MINE PROGRAM 

1. Title: Development of rules and regula
tions to implement a Rural Abandoned Mine 
Program (RAMP) as authorized by Section 
406 of Public Law 95-87. 

2. Actions and. Groups Impacted.. 
Program objectives: To protect people and 

the environment from the adverse effects of 
past coal-mining practices and to promote 
resource development on unreclaimed .coal
mlne lands. 

Program operations: Under 5:- to 10-year 
contracts, provides technical and financial 
assistance on a voluntary basis, a.nd through 
the Soil Conservation Service (SCS) exist
ing delivery system, to develop and apply 
reclamation plans for the restoration, con
servation, and development of eligible aban
doned or inadequately reclaimed coal-mine 
lands and water 'UP to 320 acres per owner. 

Lands users make application for assist
ance through the SCS field office. SCS dis
trict conservationists verify information on 
the applications and assign a tentative pri
ority. The local conservation district or the 
local reclamation committee recommend the 
final priority asignment. According to the 
priority assigned, SCS would assist the par
ticipant in assessing, analyzing, and evalu
ating acceptable reclamation alternatives 
and the environmental impacts. The land 
user then selects the feasible and practical 
land use and treatment alternatives that 
best meet his reclamation objectives for in
clusion in the reclamation plan. The recla
mation plan approved by SCS would serve 
as the basis for the program contract. Rec
lamation, land use, and conservatlon treat
ment would then be applied according to 
the contract. SCS makes an annual status 
review to. assure compliance with the con
tract. 

Federal cost-share rates: Rates may range 
from O to 100 percent depending upon the 
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number of acres reclaimed, the potential for 
income production from the land after rec
lamation, and whether or not the main ben
efits are offset or accrue to the land user. 
The l;>asic rate shall be up to 80 percent of 
the cost of carrying out land use and con
servation treatment specified in the con
tract. The basic rate may be reduced to off
set the increased potential for income pro
duction or increased as high as 100 percent 
1f there is land user financial burden and 
the main benefits of reclamation are offsite 
( accrue to the public) . If more than 120 
acres up to 320 acres are reclaimed, the rate 
is to be reduced by up to 0.5 percent per 
acre. The SCS Administrator wm establish 
and issue specific cost-share rates within 
this criteria. 

Main benefits are defined as the principal 
values or benefits that can be identified and/ 
or quantified as a result of reclamation. Main 
offsite benefits are those values that accrue 
to the public as a result of the reclamation. 
Main onsite benefits are those that accrue to 
the participant. Examples of principal values 
or benefits include human lives or property 
protected, reduction of erosion or sediment 
damage, elimination of public safety or 
health hazards, improvement of water qual
ity or improved visual quality of rural com
munities, etc. 

Financial burden applies if the main bene
fits of reclamation accrue to the public and 
the land user's cost of reclamation cannot 
be expected to be recovered within the con
tract period and would probably prevent par
ticipation in the program. 

The order of priorities for funding reclama
tion work are: (1) Protection of public 
health, safety, general welfare, and property 
from extreme danger of adverse effects of 
past coal-mining practices; (2) protection of 

public health, safety, and general welfare 
from adverse effects of coal mining; and (3) 
restoration of the environment and land and 
water resources where previously degraded 
by the adverse effects of past coal-mining 
practices. Subpriorities for funding reclama
tion work within each priority will give first 
preference to individual persons who did not 
consent to the mining and owned the land 
prior to May 2, 1977. Last preference is given 
to corporations and absentee owners who will 
not actively use the area for agricultural or 
silvacultural purposes. 

Groups impacted: (a) The program will 
impact directly on: 

(1) Land users that are eligible for and 
choose to participate in the program. Eli
gible land users include landowners, owners 
of water rights, residents, tenants or their 
agents operating as individuals, partnerships, 
corporations, associations, or estates con
trolling lands or water mined for coal or 
affected by coal-ID1ning processes and aban
doned or inadequately reclaimed before Au
gust 3, 1977. 

(2) Owners and residents of adjacent or 
neighboring lands through reduced sediment 
damages, improved water quality, improved 
visual quality of the landscape, and reduced 
health and safety hazards. 

(b) The program will indirectly impact on: 
(1) Consumers and producers of agricul

tural, forestry, and recreational outputs 
through improved beneficial use of the land 
or increased productive capacity. 

(2) Citizens and visitors to the United 
States will be positively affected by the im
provement in environmental quality and re
duction of health or ;safety hazards. 

3. Purpose and Need for Action. 
According to the 1977 SCS inventory of 

abandoned mine lands, .a.pproxima.tely 1.1 

RAMP INVENTORY DATA t 

million acres of coal-mine lands need recla
mation. Of this total, 753,000 acres are in the 
East (Appalachia), 316,000 acres are in the 
.Midwest, and 24,000 acres are in the West. 
This inventory does not identify problems 
but does identify areas eligible for program 
participation. An estimated 70 percent of 
these lands are owned by large corporations. 
This program proposes to treat as much as 8 
to 10 percent of this total. Other reclamation 
programs authorized by Public Law 95-87 
and administered by the Office of Surface 
Mining would treat a portion of the balance. 

Generally, the following adverse problems 
are associated with abandoned coal-mine 
lands: landslides, fl.re, subsidence, flooding, 
acid drainage, erosion, sediment, dust, in
sects, and vermin. Also, the useful function 
and visual quality of this land is greatly im
paired. 

Three other State and Federal programs 
authorized by Public Law 95-87 are designed 
to reclaim abandoned coal-mine lands in 
conjunction with this program. 

4. Options Considered. 
(a) Operate program in specific coal re

gions and cost share for reclaiming all eligi
ble land uses in accordance with program 
priorities: 

East Midwest West 

Cost per acre to reclaim dollars ___ 7, 600 5, 600 2, 700 
Reclaimed annually (minimum) (acres) ______________________ 5, 200 7, 200 14, 800 
Net income annually 1 (dollars)___ 66, 000 213, 200 119, 000 
Erosion reduction annually(tons)_ 480, 000 540, 000 900, 000 
Runoff reduction annually (per-cent) ________________________ 40 44 46 
Capitalized value of net income 

(dollars per acre) _____________ 130-260 300-600 80-160 

I Exclusive of reclamation costs. 

Coal lands Counties Coal lands Counties 
needing needing 

recla- More Less recla- More Less 
mation than l, 000- than mation than 1, 000- than 

Rank and State (acres) Total 5, 000 4, 999 100-999 100 Rank and State (acres) Total 5,000 4,999 100-999 100 

I. Pennsylvania _________ 240, 000 35 15 12 8 0 17. Texas _______________ 3, 310 8 0 1 4 3 2. Ohio ________________ 196, 709 27 13 10 2 2 18. Maryland ________ .. __ 2, 804 2 0 1 1 0 3. Illinois ______________ 118, 711 31 5 8 11 7 19. Alaska _________ .. ____ 2, 700 2 0 2 0 0 4. Kentucky ____________ 101, 637 44 8 11 21 4 20. Montana_ ...• ________ 1, 955 18 0 0 5 13 5. West Virginia _________ 84, 868 28 4 13 8 3 21. Georgia __________ .• __ 1, 680 2 0 1 1 0 6. Alabama _____ •..••• __ 72, 292 17 4 5 6 2 22. North Dakota _________ l, 050 3 0 0 3 0 7. Missouri_ ____________ 70, 688 30 6 6 5 13 23. South Dakota _________ 890 3 0 0 3 0 8. Kansas ______________ 41, 256 9 2 3 2 2 24. Utah_ - - ___ -- -- -- -- -- 635 7 0 0 3 4 9. Oklahoma ____________ 36, 118 15 2 7 6 0 25. Arizona ______________ 400 1 0 0 1 0 10. Tennessee ___________ 29, 583 15 1 7 7 0 26. Michigan _____________ 142 4 0 0 1 3 11. Indiana ______________ 25, 882 14 2 5 4 3 27. Washington_, ________ 42 3 0 0 0 3 12. Virginia. _____________ 23, 724 7 1 5 0 1 28. New Mexico __________ 22 2 0 0 0 2 13. Iowa __ ..: _____________ 13, 997 13 1 2 7 3 29. California ____________ 10 1 0 0 0 1 14. Wyoming ____________ 9, 657 13 1 0 4 8 15. Colorado •• ___________ 7, 089 14 0 2 4 8 Total.. ____________ 1, 093, 520 377 65 104 121 88 16. Arkansas_. ____ .• ____ 5, 623 9 0 3 3 3 

I SCS 1977 Inventory. Status of land disturbed by surface mining in the United States. 

EXAMPLE OF INCOME TAX PAYMENTS IN OHIO Amount of deductions in this case (100 
RESULTING FROM PARTICIPATION IN THE percent cost share) = $0. 
RURAL ABANDONED MINE PROGRAM Tax situation: 

(Authorized by Section 406 of PL 9'5-87) Tax rate (based on cost-share payment 
Ohio. has approximately 196,700 acres of alone)• 70 percent. 

abandoned lands disturbed by coal mining. Total tax, $212,800. 
The hypothetical tax impacts expressed .Tax cost per acre, $5,320. 
herein are based on our· limited knowledge This could be spread over 1-7 years depend-
of the existing tax structure. · ing ·on type and length of contract. 

Average acres to be reclaimed per contract, Estimated land value before reclamation, 
40. - $150 per acre. 

Estimated cost per acre, $7,600. Estimated land value after reclamation, 
Cost-share rate: Maximum 100 percent--!! $300 per acre. 

main .benefits are offsite (accure to the pub- Increase in land value, $150 per acre. 
Uc) and financial burden is declared. Cost Average increase in net income per year, 
sharing would be less if over 120 acres, main $13 per acre. 
benefits are onsite or no financial burden is 
declared. · 

40 acres x $7,600 per acre = $304,000. 
Amount of cost-share payment at 100 per

cent = $304,000. 
Amount taxable as income before deduc

tions = $304,000. 

Hon. MALCOLM WALLOP, 
U.S. Senate, 

SEPTEMBER 19, 1978. 

Washington, D.C. . 
DEAR SENATOR: This letter is in regard to 

S. 3388-A Bill to Exclude From Gross In
come Payments Made Under the Rural 

Abandoned Mines Program, introduced by 
you on August 9. 

The American Mining Congress supports 
this legislation. We are pleased that you have 
expeditiously acted to remedy an unforeseen 
problem that clearly was not Intended by 
the authors of the Abandoned Mine Reclama
tion Program contained in Title IV of the 
Surface Mining Control and Reclamation 
Act of 1977. 

On April 11, 1978, the Soil Conservation 
Service proposed regulations implementing 
the Rural Abandoned Mine Program author
ized by Section 406 of the Surface Mining 
Act. As of this date the SCS regulations have 
not been promulgated, largely because of the 
question of how cost sharing payments to 
participating land owners will be treated for 
income tax purposes. 

By letter of June 5, 1978, the Joint Na
tional Coal Association/ American Mining 
Congress Committee on Surface Mining 
Regulations commented on the proposed 
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regulations, and a copy of that letter is en
closed for your information. Your attention 
is respectfully directed to the comments on 
page two of the letter which expresses the 
Joint Committee's concern that cost-share 
payments may be taxed as ordinary income 
by the Internal Revenue Service. The Joint 
Committee stated that: 

" . .. such an interpretation would serious
ly affect the viab111ty of the entire RAMP 
program and should be vigorously opposed". 

When you introduced S. 3388, you stated: 
" ... IRS has determined that cost sharing 

under the Rural Abandoned Mines Program 
wlll be treated as taxable Income. The result 
of this action ls an increase in the tax burden 
of participating land owners, and inevitably 
it wlll deter participation in the voluntary 
RAMP program." 

Clearly, the Internal Revenue Service's de
termination thwarts the intent of the authors 
of Section 406 of the Surface Mining Act. The 
coal industry fully supports the Act's rural 
land reclamation objectives, . and we are 
hopeful that your blll, 1!. enacted, will be of 
great assistance to the Soil Conservation 
service in administering this Important 
program. 

With warmest regards, I am 
Sincerely, 

J. ALLEN OVERTON, Jr., 
President. 

WATER RESOURCES ASSOCIATION, 
Washington, D.C., October 2, 1978. 

Hon. MALCOLM WALLOP, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR WALLOP: We have studied 
your bill, S. 3388, and are p\ea.sed to report 
that we not only endorse its provisions, we 
urge its enactment. 

Further we commend you for identifying 
this legislative need, and thank you for the 
initiative to correct a. deficiency that un
doubtedly would make the program Inopera
tive. 

The positive effect that this legislation will 
have to encourage· participation in programs 
under the Clean Water Act cannot be under
stated, and we strongly support your efforts 
in this Important area. to enhance our most 
precious natural resource. 

Sincerely yours, 
J. w. O'MEARA, 

Executive Vice President. 
UP AMENDMENT NO. 2038 . 

(Purpose: To broaden the class of programs 
for which payments are excluded and to 
provide for the recapture of excluded 
amounts in the case of early dispositions) 

Mr. CULVER. Mr. President, I call up 
my substitute amendment No. 1 at the 
desk, as a substitute for the pending 
amendment of the Senator from Wyo
ming. 

Mr. HANSEN. Can the Senator get 
time on that side? 

Mr. CULVER. Will the Senator yield? 
Mr. MUSKIE. I yield 2 minutes. 
The PRESIDING OFFICER. The Sen-

ator from Iowa has 2 minutes. 
The amendment will be stated. 
The legislative clerk read as follows: 
The Senator from Iowa (Mr. CULVER) pro

poses an a.mendtnent numbered UP 2038, as 
a substitute to amendment No. 3990. 

Mr. CULVER. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 

In lieu of the matter proposed to be in
serted as a new section 125 insert the 
following: 
"SEC. 125. CERTAIN COST-SHARING PAYMENTS. 

"(a) General Rule.-Gross Income does not 
include the excludible portion of payments 
received under-

" ( 1) the Rural Clean Water Program au
thorized by section 208 (j) of the Federal 
Water Pollution Control Act (33 U.S.C. 
1288(j)), 

"(2) the Rural Abandoned Mine Program 
authorized by section 406 of the Surface 
Mining Control and Reclamation Act of 1977 
(30 u .s.c. 1236), 

"(3) the Water Bank 'Program authorized 
by the Water Bank Act (16 U.S.C. 1301 et 
seq.), 

" ( 4) the Emergency Conservation Meas
ures program authorized by title IV of the 
Agricultural Credit Act of 1978, 

"(5) the Agricultural Conservation Pro
gram authorized by the Soil Conservation 
and Domestic Allotment Act (16 U.S.C. 590a), 

"(5) the Great Plains Conservation Pro
gram authorized by Eection 16 of the Soil 
Conservation and Domestic Polley Act (16 
u.s.c. 590p(b) ), 

"(7) the Resource Conservation and De
velopment Program authorized by the Bank
head-Jones Farm Tenant Act and by the 
Soil Conservation and Domestic Allotment 
Act (7 U.S.C. 1010; 16 U.S.C. 590a et seq.), 

"(8) the Forestry Incentives Program au
thorized by section 4 of the Cooperative For
estry Assistance Act of 1978 (16 U.S.C. 
2103), 

"(9) the Small Watershed Program, au
thorized by Public Law 89-566, 

"(10) any State program under which 
payments are made to individuals primarily 
for the purpose of conserving soil, protect
ing or restoring the environment, improving 
forests, or providing a habitat for wildlife. 

" '. b) Excludible Portion.-For purposes 
of this section, the term 'excludible portion' 
means that portion (or all) of a payment 
made to any person under any program de
scribed in subsection (a) which ls deter
mined by the Secretary of Agriculture to be 
made primarily for the purpose of conserving 
soil and water resources, protecting or re
storing the envionment, improving forests, 
or providing a habitat for wildlife, and 
which is determined by the Secretary of the 
Treasury as not increasing substantially the 
annual income of such person. 

"(c) Application with Other Sections.
No deduction or credit allowable under any 
other provision of this chapter shall be al
lowed with respect to any expenditure made 
with the use of payments described in sub
section (a) or with respect to any property 
acquired with any payment described in 
subsection (a) (to the extent that the basis 
is allocable to the use of such payments). 
Notwithstanding any provision of section 
1016 to the contrary, no adjustment to basis 
shall be made with respect to property ac
quired through the use of such payments, 
to the extent that such adjustment would 
reflect the amount of such payment.". 

(b) Clerical Amendment.-The table of 
sections for such part ls amended by strik
ing out the last item and inserting in lieu 
thereof the following: 

"Sec. 125. Certain cost-sharing payments. 
''Sec. 126. Cross references to other Acts.". 
(c) Recapture of Gain From Disposition of 

Property.-
(1) Part IV of subchapter P of chapter 1 

(relating to special rules for determining 
capita.I gains and losses) is a.mended by add
ing at the end thereof the following: 
"SEC. 1255. GAIN FROM DISPOSITION OF SEC

TION 125 PROPERTY. 
" (a) General Rule.-
" (1) Ordinary income.-Except as other-

wise provided In this section, 1f section 125 
property ls disposed of, the lower of-

" (A) the applicable percentage of the ag
gregate payments, with respect to such 
property, excluded from gross income under 
section 125, or 

"(B) the excess of-
" (i) the a.mount realized (In the case of a 

sale, exchange, or involuntary conversion), 
or the fair market value of such section 125 
property (In the case of any other disposi
tion), over 

"(11) the adjusted basis of such property, 
shall be treated as ordinary Income. 

"(2) Section 125 property.-For purposes 
of this section, 'section 125 property' means 
any property acquired, improved, or other
wise modified by the application of pay
ments excluded from gross income under 
section 125. 

"(3) Applicable percentage.-For purposes 
of this section, if section 125 property is dis
posed of less than 10 years after the date of 
receipt of payments excluded from gross In
come under section 125, the applicable per
centage ls 100 percent. If section 125 prop
erty is disposed of more than 10 years after 
such date, the applicable percentage ls 100 
percent reduced (but not below zero) by 10 
percent for each year or part thereof in ex
cess of 10 years such property was held after 
the date of receipt of the payments. 

"(b) Special Rules.-Under regulations 
prescribed by the Secretary rules similar 
to the rules applicable under section 1245 
shall be applied for purposes of this sec
tion.". 

(2) The table of sections for such part ls 
amended by adding at the end thereof the 
following new item: 
"Sec. 1255. Gain from disposition of section 

125 property.". 
(d) Effective Date.-The amendments 

made by this section shall apply with re
spect to grants made under the prograins 
after September 30, 1979. 

Mr. CULVER. Mr. President my 
amendment includes all the provisions 
of the pending Wallop amendment but 
would add to the amendment a number 
of other cost-sharing programs admin
istered by the Department of Agriculture 
and State cost-sharing programs for soil 
conservation and environmental protec
tion purposes. A few weeks ago both the 
Senator from Wyoming and I introduced 
legislation which would exclude from 
gross income cost-sharing payments 
under these conservation programs. I 
believe the language I am now offering, 
which includes the provisions of both our 
bills, is consistent with the Senator's 
objectives. 

The purpose of both our amendments 
is to remove a serious disincentive to 
farmers and other rural landowners to 
make the best use of our cost-sharing 
programs for soil conservation and en
vironmental protection. Under current 
law, certain cost-sharing payments re
sult in an increased tax liability for _the 
farmer while others do not. The different 
tax treatment is not based on the pur
pose or cost-effectiveness of the con
servation measures on which the money 
is spent, but on the type of material used, 
for instance, in building a conservation 
structure. The pending amendments 
would remove this potential disincentive 
to use these public cost-sharing funds in 
the most effective manner. 

The U.S. Department of Agriculture 
currently administers a variety of pro-
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grams under which it pays part of the 
cost of implementing measures to en
hance natural resource and wildlife pro
tection. Several States, including my 
own State of Iowa, provide funds for 
similar purposes. The basis of public 
support for these programs is that they 
yield broad societal benefits beyond those 
which accrue to individual landowners. 

It is clearly in our economic and en
vironmental interest that cropland be 
adequately protected from soil erosion. 
This soil is the foundation of our food 
production capacity. Without it, food 
costs would soar and our very ability to 
provide food for ourselves would be jeop
ardized. In addition, soil erosion con
tributes to severe water pollution. Yet, 
soil conserving measures are often too 
expensive for the individual landowners, 
and the return on investment is usually 
delayed for many years. In the highly 
competitive world of food production, 
farmers rarely can make these invest
ments in conservation with any hope of 
recovering their costs through the prices 
received ·for their products. Our cost
sharing programs are designed to over
come these financial barriers to good 
conservation and environmental protec
tion by having the public pay directly 
part of the cost. 

Under current tax law, however, Fed
eral and State cost-sharing payments for 
these purposes are considered as gross 
income to the farmer and subsequently, 
for tax purposes, are treated as earnings. 
On the expense side of the ledger, the In
ternal Revenue Service URS) defines 
expenditures on certain conservation 
measures as "deductible expenditures." 
Others are classified as expenditures on 
"depreciable assets." 

In the case of "deductible expend.i.
tures," the increase in gross income a 
farmer experiences from having cost
sharing payments included in his gross 
income is offset by an equivalent deduc
tion in the same tax year with no in
crease in his tax liability. In the case of 
payments which are spent on "depre
ciable assets," however, only a portion 
of the increased gross income may be 
deducted in that tax year. The farmer 
receiving assistance from the Govern
ment for building these structures must 
include in his gross income for that year 
the total amount of money received but 
can deduct only the depreciable portion 
of the payment. H he can recover, in the 
first year, through annual allowances for 
depreciation, only 10 percent of that pub
lic assistance, he will have to pay taxes 
on the other 90 percent and wait until 
future years to recover those taxes. 

Mr. President, this is a clear case of 
diametrically opposed public policies. We 
attempt, on the· one hand, to encourage 
farmers to voluntarily allow public funds 
to be used on their lands to protect our 
soil and the environment for future gen
erations. On the other hand, we dis
courage them from using these funds to 
carry out conservation measures that 
may be the most appropriate means of 
achieving the desired erosion control or 
environmental protection by placing a 
tax liability of these expenditures. 

These cost-sharing payments are not 
income supplements. Though the farmer 
will likely benefit from the public's in
vestment in his conservation practices, 
the public will benefit from the funds 
which the farmer spends out of his own 
pocket on the projeet. The relative 
shares paid by the farmer and by the 
Government are based largely on the dis
tribution of benefits from the work per
formed. This cannot be determined with 
total precision, of course, but reasonable 
estimates can be negotiated by local pro
gram representatives and the farmers 
themselves as is provided under these 
programs. 

In selecting conservation measures, 
farmers are understandably influenced 
by financial consideration. Naturally, 
they should select the most cost_.eff ective 
methods of using their resources to 
achieve good conservation. The possibil
ity of having to pay income taxes on the 
Government's share of the cost of certain 
conservation measures destroys the kind 
of balanced consideration of alternatives 
that is necessary if we are to get the most 
for our money. 

The amendment by the distinguished 
Senator from Wyoming would exclude 
from gross payments made under the 
Rural Clean Water Program and the 
Rural Abandoned Mine Program. My 
amendment, which was first introduced 
as S. 3419, includes these two programs 
and extends the same income exclusion 
to several other U.S. Department of Ag
riculture programs which make pay
ments for soil conservation and environ
mental enhancement efforts. These in
clude the Agricultural Conservation 
Program (ACP), the Resource Conserva
tion and Development Program (RC&D) , 
the Water Bank Program,. the Emergen
cy Conservation Measures Program, the 
Great Plains Conservation Program, the 
Small Watershed Program and the For
estry Incentives Program. In addition, 
my amendment would exclude from 
gross income payments made under 
State funded cost-sharing programs. 

In light of the fact that all of these 
programs are aimed at achieving essen
tially the same objectives often through 
the use of the same measures I am of
fering my amendment to the amend
ment of the Senator from Wyoming to 
add these seven other Federal cost-shar
ing programs and such State programs 
as qualify. In order to assure that this 
exclusion applies to only those payments 
made for sound conservation and en
vironmenal measures, my amendment 
also requires the Secretary of Agricul
ture to determine which projects funded 
under these programs are primarily for 
conservation or environmental protec
tion purposes. The exclusion from taxa
tion then would apply only to those 
measures identified by the Secretary. 

The payments made under these pro
grams represent a national investment 
to secure a better future for the entire 
Nation, farmers, and consumers alike. 
This amendment will take us one step 
closer to even more effective soil con
servation and environmental protection. 
At a time when we are losing over 2 bil-

tion tons of valuable topsoil to soil ero
sion, we should not have a tax policy 
which discourages sound conservation 
practices. 

I believe it is time to resolve this con
tradiction in policies by eliminating a 
tax which is both inequitable and self
defeating. I hope the Senator from 
Wyoming will endorse my amendment. 
and I hope the distinguished floor man
ager will accept these amendments. 

There would be no revenue loss in this 
program in -fiscal year 1979. 

Mr. WALLOP. Mr. President, if the 
Senator will yield to me for a comment, 
I will say that the Treasury now sup
ports this, and it is our understanding 
that the managers of the bill will find it 
an acceptable amendment. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield me 1 minute? 

Mr. MUSKIE. I yield. 
The PRESIDING OFFICER. The 

Senator is yielded 1 minute. 
Mr. PROXMIRE. May I ask the Sena

tor from Iowa if he could give us an 
estimate of what the revenue loss is in 
the . out years after 1979? 

Mr. CULVER. I am told it is minimal. 
Mr. PROXMIRE. Minimal? 
Mr. CULVER. Yes. 
Mr. PROXMIRE. Did the Senator say 

that the Treasury supports this amend
ment? 

Mr. CULVER. I am not aware of any 
objection by the Treasury, and they 
support it. 

Mr. PROXMIRE. Were there hearings 
on the amendment? 

Mr. CULVER. It is my understanding 
that there were not formal hearings on 
the amendment, but this has been dis
cussed and negotiated with Treasury 
over a protracted period of time. 

As the Senator from Wisconsin knows, 
when we have a soil conservation pro
gram, for example, in Wisconsin, or 
under the clean water act, at the present 
time an individual landowner makes 
application for some form of cost-shar
ing project to stem soil erosion. Under 
current tax law certain forms of erosion 
control which are classified as capital 
investments must be depreciated rather 
than expensed out in 1 year. 

In those situations there would not be 
any immediate expenses sufficient to off
set the initial capital investment and the 
landowner is forced then to pay income 
tax on the undepreciated portion of that 
asset in that year. This serves as a dis
incentive for the most cost effective 
forms of using these cost sharing pro
grams. 

On the one hand, we are saying let us 
have the programs--

The PRESIDING OFFICER. The time 
has expired. 

Mr. PROXMIRE. Mr. President, will 
the Senator from Maine yield an addi
tional minute? 

Mr. MUSKIE. I yield 1 additional 
minute. · 

The PRESIDING OFFICER. The Sen
ator has an additional minute from the 
Senator from Maine. 
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Mr. CULVER. On the one hand we are 

saying to the farmers of Iowa and Wis
consin, "Let us do something to stop soil 
erosion and runoff which at the present 
time is depleting our soil with enormous 
consequences every year." At the same 
time we are saying, "Once you partici
pate in these programs we are going to 
also impose a disincentive in the form of 
a tax obligation in the same year." 

Mr. PROXMffiE. I say to the Senator 
from Iowa that this amendment seems 
to have a great deal of appeal, so that we 
will not have to have a vote on it. 

Mr. CULVER. The Treasury supports 
it. 

Mr. PROXMIRE. Let us not vote on it" 
until after we act this afternoon on the 
cloture motions, and so forth, so that 
we have some opportunity to study it. It 
is a complicated amendment. There is 
$48 million loss. As I say, I think I can 
support the amendment, but I would ap
preciate it if the Senator would not press 
final action on the amendment until a 
little later. 

The PRESIDING OFFICER (Mr. 
DECONCINI). The Senator's 1 minute 
has expired. . 

Mr. CUL VER. I wonder if we could in
quire of the managers of the bill. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. WALLOP. We inquire of the man
agers of the bill: Inasmuch as the Treas
ury does support this, is the amendment 
acceptable? 

The PRESIDING OFFICER. Who 
yields ti:::ue? 

Mr. WALLOP. I am simply asking in
asmuch as the Treasury finds it ac
ceptable and has so stated, if the man
agers will accept the amendment? 

Mr. PROXMIRE. May I say is this a 
nongermane amendment? 

Mr. CULVER. Yes, it could be so ruled. 
Mr. PROXMffiE. In that event, I will 

withdraw any objection. 
Mr. CULVER. I thank the Senator .. 
Mr. PROXMIRE. We must do it right 

now, or you could not get it. That is the 
problem with this amendment. 

Mr. CULVER. I thank the Senator 
from Wisconsin. 

Mr. President, I ask for a vote. 
Mr. HANSEN. I move the adoption of 

the amendment. 
The PRESIDING OFFICER. The 

question is on agreeing to the amend
ment of the Senator from Iowa. 

The amendment was agreed to. 
Mr. HANSEN. Mr. President, I move 

to reconsider the vote by which the 
amendment was agreed to. . 

Mr. WALLOP. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment, · 
as amended, of the Senator from Wyom
ing. 

The amendment, as amended, was 
agreed to. 

Mr. HANSEN. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to. 

Mr. LONG. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. · 

Mr. MUSKIE. Mr. President, I yield 3 
minutes to the Senator from Iowa. 

Mr. CULVER. I thank the distin
guished Senator from Maine for yield
ing. 

UP AMENDMENT NO. 2039 

(Purpose: To allow an additional carry back 
of 7 years for excessive net operating losses 
attributable to product liability losses) 
Mr. CULVER. Mr. President, I have an 

amendment at the desk, and I ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Iowa (Mr. CULVER) for 

himself and Mr. EAGLETON, Mr. NELSON, Mr. 
PEARSON, Mr. ROTH, Mr. GRIFFIN, Mr. HELMS, 
and Mr. HEINZ proposes an unprinted amend
ment numbered 2039. 

The amendment is as follows: 
On page 341, between lines 17 and 18, in

sert the following new section: 
SEC. 380. NET OPERATING LOSSES ATTRIBUTABLE 

TO PRODUCT LIABILITY LOSSES. 
(a) IN GENERAL.-Section 172 of the Inter

nal Revenue Code of 1954 (relating to net 
operating losses) is amended-

(! ) by striking out "and (G)" in clause (i) 
of section (b) (1) (A) and inserting in lieu 
thereof "(G), (H), and (I),", 

(2) by inserting at the end of subsection 
(b) (1) the following new subparagraphs: 

"(H) In the case of a taxpayer who incurs 
a product liability loss (as defined in sub
section ( 1) ) for any taxable year beginning 
after December 31; 1977, the smaller of-

" (1) the excess of the net operating loss 
for such year (determined without regard to 
any portion thereof attributable to a foreign 
expropriation loss) over the sum of the tax
able income (as determined under paragraph 
(2)) for each of the 3 prior taxable years 
to which such loss may be carried under sub
paragraph (A) (i), or 

"(ii) the product liability loss for such tax
able year, 
shall be a net operating loss carryback to 
each of the 7 taxable years preceding the 
earliest of such 3 prior taxable years. 

"(I) In the case of a taxpayer who incurs 
a net operating loss for a taxable year begin
ning after September 30, 1979 (referred to in 
this subparagraph as the 'loss year') and 
who had both a net operating loss and a 
product liability loss (as defined in subsec
tion (i)) for a prior taxable year beginning 
after that date (referred to in this subpara
graph as the 'prior year'), if the amount of 
the net opera ting loss for the loss year which 
may be carried over under this subsection 
would be reduced by doing so, then the 
smaller of-

"(i) the net operating loss (determined 
Without regard to any portion thereof at
tributable to a foreign expropriation loss) 
for the prior year, or 

"(ii) the product liability loss for the prior 
year, 
shall be considered to be a separate net op
era ting loss for the prior year and shall be 
a net operating loss carryback to each of 
the 10 taxable years preceding the prior 
year.", 

(3) by 3:dding at he end of paragraph (2) 
of subsection (b) the following new sen
tence: "ln the case of a taxable year to 
which paragraph (1) (H) applies, this para
graph shall be applied ·by treating the entire 
net operating loss as a net operating loss 
carryback to each of the 3 taxable years pre
ceding the loss year and by treating that 
portion of the loss described in paragraph 

(1) (H) as a separate net operating loss 
carryback to each of the 7 taxable years pre
ceding the earliest of such 3 taxable years.", 
and · 

(44) by redesignating subsection (1) as 
(j), and by inserting after subsection (h} 
the following new subsection: 

"(1) PRODUCT LIABILITY Loss DEFINED; SPE
CIAL RuLE.-For purposes of subsection (b)-

"(l) PRODUCT LIABILITY LOSS.-The term 
'product liability loss' means, for a.ny tu
able yea.r, the amount of the deductions un
der sections 162 and 165 attributable to 
product liability (as defined in paragraph 
(2)) and to expenses incurred in the in
vestigation, settlement, and opposition to 
claims against the taxpayer o.n account of 
product liability. 

"(2) PRODUCT LIABILITY.-The term 'prod
uct liability' means liability for damages on 
account of physical injury or emotional 
harm to individuals, or damage to or loss of 
use of property, on account of the manufac
ture, importation, distribution, lease, or sale 
by the taxpayer of any product if such lia
bility arises after the taxpayer has completed 
or terminated operations with respect to, 
and has relinquished possession of, such 
product. 

"(3) SPECIAL RULE.-For purposes of apply
ing sections 6501 and 6511 to a net operating 
loss to which subsection (b) (1) (I) applies, 
the net operating loss for the prior year (as 
defined in such subsection) shall be con
sidered to be a net operating loss for the 
loss year (as defined in such subsection).". 

(b) ACCUMULATED EARNINGS TAX.-Section 
537 (b) of the Internal Revenue Code of 1954 
(relating to the accumulated earnings tax) 
is amended by redesignating paragraph (4) 
as (5) and by inserting after paragraph (3) 
the following new paragraph: 

" ( 4) PRODUCT LIABILITY Loss RESERVES OR 
INSURANCE.-According to regulations pre
scribed by the Secretary of the Treasury, rea
sonable amounts accumulated by a taxpayer 
for the payment of product liability losses 
shall be treated as amounts accumulated for 
the reasonably anticipated needs of the busi
ness of the taxpayer. 

On page 128, after the item relating to Sec. 
379 in the bill, add a new item relating to 
Sec. 380 as follows: · . 
"Sec. 380. Net operating losses attributable 

to product liability losses." 

The PRESIDING OFFICER. Without 
objection, all pending amendments are 
set aside and the Senate will proceed to 
the consideration of this amendment. 

Mr. CULVER. Mr. President, this 
amendme~t was drawn by the Depart
ment of the Treasury and recommended 
to the President as the best short-term 
approach to problems faced by busi
nesses and consumers as a result of the 
rising costs and declining availability of 
product liability. The administration 
supports its inclusion in this tax bill. 

The amendment would allow busi
nesses to "carry back" product liability 
losses and apply them against taxable 
income for the 10 preceding years. This 
is an extension specifically for product 
liability losses 7 years beyond the 3-year 
period permitted for most business losses. 
By allowing businesses to use previous 
taxable income as at least a partial re
serve against major product liability 
losses, the amendment would help assure 
tha~ a business which suffered a major 
product liability loss would have the 
funds both to stay in business and pro
vide reasonable compensation to injured 
consumers. The cost of this amendment 
is estimated to be approximately $10 
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million annually beginning in fiscal year 
1980. 

Second, this amendment makes clear 
that prudent businesses which set aside 
funds after taxes have been paid on 
them to serve as a reserve against prod
uct liability losses shall not have those 
funds subject to the accumulated earn
ings tax. Under current law, this ap
proach, which is in the interest both of 
consumers and of businesses, is actually 
discouraged by the fact that there is a 
disincentive to create such a reserve. 
Regulations to protect such a reserve 
would be prescribed by the Secretary of 
the Treasury to prevent abuses and to 
provide for reasonable controls. The 
Treasury has told me that it has no 
objection to such a provision. 

Mr. President, I ask unanimous con
sent that a letter from the Department 
of the Treasury to that effect be printed 
in the RECORD. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

DEPARTMENT OF THE TREASURY, 
Washington, D.C., September 15, 1978. 

Hon. RUSSELL B. LONG, 
Chairman, Committee on Finance, U.S. Sen

ate, Washington, D.C. 
DEAR MR. CHAIRMAN: This is in reply to 

the question that Senator Nelson intended to 
pose to Secretary Blumenthal at the hearing 
on August 17, 1978, concerning product lia
bility as set forth in his letter to you dated 
August 24, 1978. The Administration proposal 
to which Senator Nelson refers is to allow a 
special 10-year carryback for net operating 
losses attributable to product liability. We 
beli...ye the proposal is the appropriate relief 
for the problem referred to by Senator 
Nelson. 

-The Administration would have no objec
tion to the inclusion of its proposal in the 
tax bill presently before the Senate Finance 
Committee. 

Please let me know if there is any further 
information I can furnish to you. 

Sincerely, 
DONALD C. LUBICK, 

Assistant Secretary ( Tax P9licy). 

Mr. CULVER. Finally, Mr. Pre$ident, 
we have had extensive hearings by the 
Small· Business Committee on this sub
ject, and at the suggestion of Senator 
NELSON hearings were held by a subcom
mittee of the Finance Committee on this 
matter. 

The PRESIDING OFFICER. Who 
Yields time? 

Mr. LONG and Mr. HELMS addresseq 
the Chair. 

The PRESIDING OFFICER. The Sen
ator from Louisiana. 

Mr. LONG. Mr. President, I have a 
letter. As I understand it the Treasury 
favors the amendment, and I see no~
son why anyone should object to it. It 
will be all right with me, Mr. President, 
to accept the amendment and take it to 
conference. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment of 
the Senator from Iowa. 

The amendment was agreed to. 
Mr. PROXMIRE. Mr. President, did 

the Senator say it was approved by the 
Treasury and there was no revenue loss? 

Mr. CULVER. It was approved by the 
Treasury. There is no revenue loss in fls· 

cal year 1979. There is an estimated re
enue loss in 1980 of $10 million. The De
partment of the Treasury has submitted 
correspondence to us in which they state 
in their September letter following the 
extensive hearings by the Small Business 
Committee: 

We believe the proposal is the appropriate 
relief for the problem referred to by Senator 
Nelson. 

The administration would have no objec
tion to the inclusion of its proposal in tho 
tax bill presently before the Senate Finance 
Committee. 

And that is signed by the Assistant 
Secretary on Tax Policy, Mr. Lubick. 

Mr. PROXMIRE. Did the Small Busi
ness Committee vote on the amend
ment? 

Mr. CULVER. Not on this particular 
amendment, no, because this was 
drafted subsequent to our hearings. It 
·was not the same kind of amendment 
we had pending before our hearings. 

We had extensive hearings on this 
general subject. 

There has also been a Presidential in
teragency task force for more than a 
year on this subject. We consulted with 
Tr~asury as recently as 2 hours ago, and 
they once again · reaffirmed their desire 
that this measure be ~ncluded in this tax 
bill as the most appropriate relief for 
product liability problems. 

Frankly, in my judgment, I would 
say to the Senator from Wisconsin, it 
does not go nearly far enough. It is not 
viewed as adequate relief--

The PRESIDING OFFICER. The time 
has expired. 

Mr. CULVER. In the judgment of 
many. But in the absence of anything 
else it is a minimum we can do. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PROXMIRE. Mr. President, will 
the Senator inform the Senate when 
the effective date of the amendment 
would be? 

Mr. CULVER. Fiscal year 1980. 
Mr. PROXMIRE. 1980. 
I agree with the Senator. I think it 

is an excellent amendment, and I agree 
it does not go far enough. The Treasury 
supports it. There is no revenue loss this 
year, and a revenue loss in 1980 of $10 
million or after 1980. 

Mr. CULVER. Ten million dollars 
after 1980. 

Mr. President, I move the amendment. 
I ask for a vote on this amendment. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Iowa. 

The amendment was agreed to. 
Mr. CULVER. I thank the Chair. 
Mr. CHURCH. Mr. President, I ask 

the Senator from Maine if he would 
yield 15 minutes. 

Mr. MUSKIE. I yield 15 minutes to the· 
distinguished Senator from Idaho. 

AMENDMENT NO. 39"01 

(Purpose: To provide for the taxation of the 
earnings and profits of controlled foreign 
corporations) 

Mr. CHURCH. Mr. President, I call 
up for consideration at this time amend
ment No~ 3901. 

The PRESIDING OFFICER. Without 
objection, the pending amendment is 
set aside. The clerk will report the 
amendment of the Senator from Idaho. 

Mr. CHURCH. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with, and I will 
explain it. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 341, between lines 17 and 18, in

sert the following: 
SEC. 378. TAXATION OF EARNINGS AND PROFITS 

OF CONTROLLED FOREIGN CORPO
RATIONS. 

(a) GENERAL.-Part III of subchapter N of 
chapter 1 (relating to income from sources 
without the United States) is amended by 
inserting after subpart II thereof the follow
ing: 
"Subpart !--Controlled Foreign Corporations 
"Sec. 983. Amounts included in gross in-

come of United States share-
holders. · 

"Sec. 984. Definitions. 
"Sec. 985 . Rules for determining stock own

ership. 
"Sec. 986. Exclusion from gross income of 

previously taxed earnings and 
profits. 

"Sec. 987. Adjustments to basis of stock in 
controlled foreign corporations 
and of other property. 

"Sec. 988. Records and accounts of United 
States shareholders. 

"Sec. 989 . Election by individuals to be sub
ject to tax at corporate rates. 

"Sec. 990. Records and accounts of United 
States shareholders. 

"Sec. 990A. Transition rules for period be
fore subpart I is completely 
phased in. 

"SEC. 983. AMOUNTS INCLUDED IN GROSS IN
COME OF UNITED STATES SHARE
HOLDERS. 

"(a) AMOUNT INCLUDED.-
" ( 1) IN GENERAL.-If a foreign corporation 

is a controlled foreign corporation for an 
uninterrupted period of 30 days or more 
during any taxable year, every United States 
shareholder of such corporation which owns 
(within the meaning of section 985 (a) ) 
stock in such corporation on the last day 
in such year on which such corporation is 
a controlled foreign corporation shall in
clude in its gross income, for i ts taxable year 
in which or with which such taxable year 
of the corporation ends, a percentage (deter
mined under paragraph (3)) of its pro rata 
share of the corporation's earnings and 
profits for such year. 

." (2) PRO RATA SHARE OF EARNINGS AND 
PROFITs.-A United States shareholder's pro 
rata share referred to in paragraph ( 1) is 
the amount--

"(A) which would have been distributed 
with respect to the stock which such share
holder owns (within the meaning of section 
985 (a) ) in such corporation if on the last 
day, in Its taxable year, on which the corpo
ration is a controlled foreign corporation it 
had distributed pro rata to its shareholders 
an amount (1) which bears the same ratio to 
its earnings and profits for the taxable year, 
as ( 11) the part of such year during which 
the corporation is a controlled foreign cor
poration bears to the entire year, reduced by 

"(B) an amount (i) which bears the same 
ratio to the earnings and profits of such 
corporation for the taxable year, as (ii) the 
part of such year described In subparagraph 
(A) (11) during which such shareholder did 
not own (within the meaning of section 
985(a.)) such stock bears to the entire year. 

"(3) DETERl\UNATION OF P.ERC.ENTAGE.-The 
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percentage referred to in para.graph (1) shall 
be determined in a.ccorda.nce with the follow
ing table: 

"For taxable 
yea.rs of 
foreign 
corpora.tion3 
beginning in 
calendar year-

The 
percentage 

is-

1979 -------------------------------- 50 1980________________________________ 60 

1981 -------------------------------- 78 
1982 -------------------------------- 80 
1983 -------------------------------- 90 
1984 or later ------------------------ 100 

"(b) EARNINGS AND PROFITS.-For purposes 
of this subpart, under regulations prescribed 
by the Secretary, the earnings and profits of 
any foreign corporation, and the deficit in 
earnings and profits of any foreign corpora
tion, for any taxable year-

" ( 1) except a.s provided in section 
312 ( m) ( 3) , shall be determined according to 
rules appropriate to carry- out the rules of 
this subpart, 

"(2) shall be reduced by the amount, if 
any, by which_ the sum of the deficits in earn
ings and profits of such corporation for any 
prior taxable years beginning after December 
31, 1978, exceed the sum of the earnings and 
profits of such corporation of such prior tax
able years, 

''(3) shall not include any item of income 
which is effectively connected with the con
duct by such corporation of a. trade or busi
ness within the United States unless such 
item is exempt from taxation (or is subject 
to a. reduced rate of tax) pursuant to a. treaty 
obligation of the United States, and 

" ( 4) shall not include any amount of earn
ings and profits which could not have been 
distributed by such corporation because of 
currency or other restrictions or limitations 
imposed under the laws of any foreign coun
try but any such amounts shall be included 
in earnings and profits for the first taxable 
year in which such restrictions or limitations 
are terminated or ·modified to permit dis
tribution of such amounts. 

"(C) COORDINATION WITH ELECTION OF A 
FOREIGN INVESTMENT COMPANY TO DISTRIBUTE 
INCOME.-A United States shareholder who, 
for his taxable year, is a qualified shareholder 
(within the meaning of section 1247(c)) of 
a foreign investment company wit:p. respect 
to which an election under section 1247 is in 
effect shall not be required to include in 
gross income, for such taxable ·year, any 
amount under subsection (a) with respect 
to such company. 

"(d) COORDINATION WITH FoREIGN PERSONAL 
HOLDING COMPANY PROVISIONS.-In the case 
of a United States shareholder who, for his 
taxable year:is subject to tax under section 
551 (d) (relating to foreign personal holding 
company income included in gross income of 
United States shareholders) on income of a 
controlled foreign corporation, the amount 
required to be included in gross income by 
such shareholder under subsection (a) with 
respect to such company shall be reduced by 
the amount included in gross income by such 
shareholder under section 551 (b) . 

" ( e) CONSOLIDATION OF EARNINGS AND 
PROFITS FROM MULTIPLE FOREIGN CORPORA
TIONS.-(1) Subsection (a) shall be applied 
to a United States shareholder who owns 
stock in more· than one controlled foreign 
corporation, or who owns stock in other for
eign corporations (whether controlled foreign 
corporations or not) through stock owned 
by a. controlled foreign corporation, by taking 
into account the aggregate earnings and 
profits of a.11 such foreign corporations. 

"(2) The Secretary shall prescribe Regula
tions to carry out the purposes of subpara
graph (1). 

"SEC. 984. DEFINrl'IONS. 
"(a) UNITED STATES SHAREHOLDER DE

FINED.-For purposes of this subpart, the 
term 'United States shareholder' means, with 
respect to any foreign corporation, a United 
States person (as defined in section 957(d)) 
who owns (within the meaning of section 
985 (a) ) , or is considered as owning by ap
plying the rules of ownership of section 985 
(b), 1 percent or more of the total combined 
voting power of all classes of stock entitled 
to vote of such foreign corporation. 

"(b) CONTROLLED FOREIGN CORPORATION DE
FINED.-For purposes of this subpart, the 
term 'controlled foreign corporation' means 
any foreign corporation-, 

"(1) of which more than 50 percent of the 
total combined voting power of all classes of 
stock entitled to vote is owned (within the 
meaning of section 985(a.)), or is considered 
a.s owned by applying the rules of ownership 
of section 985(b), by United States share
holders on any day during the taxable year 
of such foreign corporation, or 

"(2) over which United State~ .sharehold
ers exercise a.ctua.l control, as determined by 
the Secretary, from all facts and circum
stances in the case. 

"(c) LIMITATION ON ACTUAL CONTROL DE
TERMINATION.-In the case of a foreign cor
poration of which not more than 25 percent 
of the total combined voting power of all 
classes of stock entitled to vote is owned 
(within the meaning of section 985 (a)), or is 
considered a.s owned by applying the rules of 
ownership of section 985 (b) , by one or more 
United States shareholders on any day dur
ing the taxable year of such foreign corpora
tion, the burden of proof in respect of the 
issue, for purposes of subsection (b) (2), a.s to 
whether such United States shareholders ex
ercise actual control shall be upon the Sec
retary. 
"SEC. 985. RULES FOR DETERMINING STOCK 

OWNERSHIP. 
.. (a.) DmECT AND !NDmECT O~ERSHIP.-
.. ( 1) GENERAL RULE.-For purposes of this 

subpart, stock owned means-
.. (A) stock owned directly, and 
"(B) stock owned with the application of 

paragraph (2). 
" ( 2) STOCK OWNERSHIP THROUGH FOREIGN 

ENTITIES.-For purposes of subparagraph (B) 
of paragraph ( 1) , stock owned, directly or 
indirectly, by or for a foreign corporation of 
foreign estate (within the meaning of sec
tion 770l{a.) (31)) or by or for a partnership 
or trust shall be considered a.s bein6 owned 
proporti(?na.tely by its shareholders, partners, 
or beneficiaries. Stock considered to be 
owned by a person by reason of the applica
tion of the preceding sentence shall, for 
purposes of applying such sentence, be treat
ed as actually owned by such person. 

.. (b) CONSTRUCTIVE OWNERSHIP .-For pur
poses of section 984, section 318 (a.) (relat
ing to constructive ownership of stock) 
shall apply to the extent that .the effect is to 
treat any domestic corporation as a. United 
States shareholder within the meaning of 
section 984(a), or to treat a foreign corpora
tion as a controlled foreign corporation under 
section 984(b), except that-

"{l) In applying subparagraphs (A), (B), 
and (C) of section 318(a) (2), if a partner
ship~ estate, trust, or corporation owns, di
rectly or indirectly, more than 50 percent of 
the total combined voting power of all classes 
of stock entitled to vote of a corporation, it 
shall be considered as owning all of the stock 
entitled to vote. 

"(2) In applying subparagraph (C) of 
section 318{a) (2), the phrase '10 percent' 
shall be substituted for the phrase '50 per
cent' used in subparagraph (C). 

"SEC. 986. EXCLUSION FROM GROSS INCOME 
OF PREVIOUSLY TAXED EARNINGS 
AND PROFITS 

"(a.) EXCLUSION FROM GROSS INCOME.-For 
purposes of this chapter, the earnings and 
profits for a taxable year of a. foreign cor
poration attributable to a.mounts which are, 
or have been, included . in the gross income 
of a. United States shareholder under section 
983(a.) shall not, when such a.mounts a.re 
distributed directly, or indirectly through a 
cha.in of ownership described under section 
985(a.), to-

.. ( 1) such shareholder ( or any person 
which acquires from any other person any 
portion of the interest of such United States 
shareholder in such foreign corporation, but 
only to the extent of such portion; and sub
ject to' such proof of the identity of such 
interest as the Secretary may by regulations 
prescribe) , or 

"(2) a. trust (other than a. foreign trust) 
of which such shareholder is a. beneficiary, 
be again included in the gross income of such 
United States shareholder (or of such do
mestic corporation or of such trust). 

"(b) EXCLUSION FROM EARNINGS AND PROF
ITS OF CERTAIN FOREIGN SUBSIDIARIES.- For 
purposes of section 983 (a) , the earnings and 
profits for a taxable year of a. controlled 
foreign corporation attributable to amounts 
which are, or have been, included in the 
gross income of a. United States shareholder 
under section 983 (a) , shall not, when dls
tribu ted through a chain of ownership de
scribed under section 985(a.), be also in
cluded in the earnings and profits of another 
controlled foreign corporation in such chain 
for purposes of the application of section 
983 (a.) to such other controlled foreign cor
poration with respect to such United States 
shareholder (or to any other United States 
shareholder who acquires from any person 
any portion of the interest of such United 
States shareholder in the controlled foreign 
corporation, but only to the extent of such 
portion, and subject to such proof of iden
tity of such interest a.s the Secretary may 
prescribe by regulations) . 

"(c) ALLOCATION OF DISTRIBUTIONS.-For 
purposes of subsections {a.) and (b), sec
tion 316(a.) shall be applied by applying 
para.graph (2) thereof, and then para.graph 
( 1) thereof-

.. ( 1) first, to earnings and profits attrib
utable to a.mounts included in gross income 
under section 983 (a) , and 

"(2) then to other earnings and profits. 
"{d) DISTRIBUTIONS EXCLUDED FROM GROSS 

INCOME NOT To BE TREATED AS DIVIDENDS.
Any distribution excluded from gross income 
under subsection (a) shall be treated, for 
purposes of this chapter, a.s a distribution 
which ls not a. dividend. 
"SEC. 987. ADJUSTMENTS TO BASIS OF STOCK 

IN CONTROLLED FOREIGN COR
PORATIONS AND OF OTHER PROP
ERTY. 

"(a) INCREASE IN BASIS.-Under regulations 
prescribed by the Secretary, the basis of a. 
United States shareholder's stock in a. con
trolled foreign corporation, and the basis of 
property of a United States shareholder by 
reason of which it is considered under sec
tion 985(a.) (2) as owning stock of a. con
trolled foreign corporation, shall be increased 
by the a.mount required to be included in its 
gross income under section 983(a.) with re
spect to such stock or with respect to such 
property, a.s the case may be, but only to the 
extent to which such amount was included 
in the gross income of such United States 
shareholder. 

"(b) REDUCTION IN BASIS.-
"(l) IN GENERAL.-Under regulations pre

scribed by the Secretary, the adjusted ha.sis 
of stock or other property with respect to 
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which a United States shareholder or a 
United States person receives an amount 

which is excluded from gross income under 
section 986(a) shall be reduced by the 
amount so excluded. 

"(2) AMOUNT IN EXCESS OF BASIS.-To the 
extent that an amount. excluded from gross 
income under section 986 (a) exceeds the 
adjusted basis of the stock or other property 
with respect to which it is received, the 
amount shall be treated as gain from the 
sale or exchange of property. 
"SEC. 988. SPECIAL RULES . FOR FOREIGN TAX 

Credit. 
(!!;) TAXES PAID BY FOREIGN CORPORATION.
"(l) FmsT TIER FOREIGN SUBSIDIARY.-For 

purposes of subpart A of this part, if there 
is included, under section 983(a), in the 
gross income of a domestic corporation any 
amount attributable to earnings and profits 
of a foreign corporation at least 1 percent of 
the voting stock of which is owned by such 
domestic corporation then, under regulations 
prescribed by the Secretary, such domestic 
corporation shall be deemed to have paid the 
same proportion of the total income, war 
profits, and excess profits taxes paid ( or 
deemed paid) by such foreign corporation to 
a foreign country .or possession of the United 
States for the taxable year on or with respect 
to the earnings and profits of s~ch foreign 
corporation which the amount of earnings 
and profits of such foreign corporation so 
included in the gross incor .• c of the domestic 
corporation bears to the entire amount of the 
earnings and profits of such foreign corpora· 
tion for such taxable year. 

"(2) SECOND TIER FOREIGN SUBSIDIARY.-!! 
the foreign corporation described in para· 
graph (1) (hereinafter in this subsection 
referred to as the 'first foreign corporation') 
in the gross income of which there would 
be included (under section 983 (a) applied as 
if the first foreign corporation were a domes· 
tic corporation) any amount attributable to 
the earnings and profits of a second foreign 
corporation in which it owns 10 percent or 
more of the voting stock the first foreign 
corporation shall be deemed to have paid ~he 
same proportion of any income war profits, 
or excess profits taxes paid or deemed to be 
paid by the second foreign corporation to 
any foreign country or to any possession of 
the United States for the taxable year on or 
with respect to the earnings and profits of 
the second foreign corporation as the amount 
of earnings and profits of the second foreign 
corporation included (under rules similar to 
the rules prescribed under paragraph ( 1) ) 
in the gross income of the first foreign cor
poration bears to the entire amount pf the 
earnings and profits of the second foreign 
corporation for such taxable year. 

"(3) THmD TIER FOREIGN SUBSIDIARY.-If 
the first foreign corporation owns 10 percent 
or more of the voting stock of a s~cond for
eign corporation in the gross income of 
which there would be included (under sec
tion 983(a) applied as if the second foreign 
corporation were a domestic corporation) 
any amount attributable to the earnings and 
profits of a third foreign corporation in 
which it owns 10 percent or more of the 
voting stock, the second foreign corporation 
shall be deemed to have paid the same pro
portion of any income, war profits, or excess 
profits taxes paid by such third foreign cor
pora.tion to any foreign country or to any 
possession of the United States for the tax
able year on or with respect to the earnings 
and profits of the third foreign corporation 
as the amount of earnings and profits of the 
third foreign corpora.tion included (under 
rules similar to the rules prescribed under 
paragra.ph (2)) in the gross income of the 
second foreign corporation bears to the en-

tire amount of the earnings and profits of the 
third foreign corporation for the taxable 
year. 

"(b) TAXES DEEMED PAID.-
"(1) TAXES PREVIOUSLY DEEMED PAID BY DO· 

MESTIC CORPORATION.-If a domestic corpora
tion receives a distribution from a foreign 
corporation, any portion of which is excluded 
from gross income under section 986, the 
income, war profits, and excess profits taxes 
paid or deemed paid by such foreign corpora
tion to any foreign country or to any posses
sion of the United States in connection with 
the earnings and profi·ts of such foreign cor
poration from which such a distribution is 
made shall not be taken into account for 
purposes of section 902, to the extent such 
taxes were deemed paid by a domestic cor
poration under subsection (a) for any prior 
taxable year. 

"(2) TAXES PAID BY FOREIGN CORPORATION 
AND NOT PREVIOUSLY DEEMED PAID BY DOMESTIC 
coRPORATION.-Any portion of a distribution 
from a foreign corporation received by a do
mestic corporation which is excluded from 
gross income under section 986 (a) shall be 
treated by the domestic corporation as a divi
dend solely for the purposes of taking into 
account under section 902 any income, war 
profits, or excess profits taxes paid to any 
foreign country or to any possession of the 
United. States, on or with respect to the ac
cumulated profits of such foreign corpora
tion from which such distribution is made. 
which were not deemed paid by the domestic 
corporation under subsection (a) for any 
prior taxable year. 

"(C) SPECIAL RULES FOR FOREIGN TAX CREDIT 
IN YEAR OF RECEIPT OF PREVIOUSLY TAXED 
EARNINGS AND PROFITS.-

" ( 1) INCREASE IN SECTION 904 LIMITATION.
In the case of any taxpayer who--
" ( A) either (1) chose to have the benefits 

of subpart A of this part for a taxable year 
in which he was required under section 983 
(a) to include in his gross income an amount 
in respect of a controlled foreign corpora
tion, o.r (ii) did not pay or accrue for such 
taxable year any income, war profits, or ex
cess profits to any foreign country or to any 
possession of the United States, and 

"(B) chooses to have the benefits of sub
part A of this part for the taxable year ln 
which he receives a distribtulon or amount 
which is excluded from gross income under 
section 986(a) and which is attributable to 
earnings and profits of the controlled foreign 
corporation which was included in his gross 
income for the taxable year referred to in 
subparagraph (A), and 

"(C) for the taxable year in which such 
distribution or a.mount is received, pays, or is 
deemed to have paid, or accrues income, war 
profits, or excess profits taxes to a foreign 
country or to any possession of the United 
States with respect to such distribution or 
amount, 
the applicable limitation under section 904 
for the taxable year in which such distribu
tion or amount ls received shall be increased 
as provided in paragraph (2), but such in
crease shall not exceed the amount of such 
taxes paid, or deemed paid, or accrued with 
respect to such distribution or amount. 

"(2) AMOUNT OF INCREASE.-The amount of 
increase. of the apolicable limitation under 
section 904(a) for the taxable year in which 
the distribution or amount referred to in 
paragraph ( 1) (B) is received shall be an 
amount equal to-

.. (A) the amount by which the applicable 
limitation under section 904(a) for the tax
able year referred to in paragraph (1) (A) 
was increased by reason of the inclusion in 
gross income section 983(a) of the amount in 
respect of the controlled foreign corporation, 
reduced by 

"(B) the amount of income, war profits, 

and excess profits taxes paid, or deemed paid, 
or accrued to any foreign country or posses
sion of the United States which were allow
able as a credit under section 901 for the tax
able year referred to in paragraph (1) (A) 
and which would not have been allowable 
but for the inclusion in gross income of the 
amount described in subparagraph (A). 

"(3) CASES OF WH'ICH TAXES NOT TO BE AL
LOWED AS DEDUCTION.-In the case of any tax-
payer who- · 
. "(A) chose to have the benefits of subpart 
A of this part for a taxable year in which 
he was required under sectio:i;i 983(a) to in
clud.e in his gross income an amount in re
spect of a controlled foreign corporation, and 

"(B) does not choose to have the benefits 
of subpart A of this part for the taxable year 
in which he receives a distribution or amount 
which is excluded from gross income under 
section 986(a) and which ls attributable to 
earnings and profits of the controlled for
eign corpor,ation which was included in his 
gross income for the taxable year referred 
to in subparagraph (A), 
no deduction shall be allowed under section 
164 fm: the taxable year in which such dis
tribution or amount is received· for any in
come, war profits, or excess profits taxes paid 
or accrued to any foreign country or to any 
possession of the United States on or with 
respect to such distribution or amount. 

"(4) INSUFFICIENT TAXABLE INCOME.-If an 
increase in the limitation under this subsec
tion exceeds the tax imposed by this chapter 
for such year, the amount of such excess 
shall be deemed an overpayment of tax for 
such year. 
"SEC. 989. ELECTION BY INDIVIDUALS To BE 

SUBJECT TO TAX AT CORPORATE 
RATES. 

"(a) GENERAL RULE.-Under regulations 
prescribed by the Secretary or his delegate, 
in the case of a United States shareholder 
who ls an individual and who elects to have 
the provisions of this section apply for the 
taxable year-

.. ( 1) the tax imposed under this chapter 
on amounts which are included in the gross 
income under section 983(a) shall (in lieu 
of the tax determined under section 1) be an 
amount equal to the tax which would be 
imposed under section 11 if such amounts 
were received by a domestic corporation, and 

" ( 2) for purposes of applying the provi
sions of section 988 (re:ating to foreign tax 
credit) such amounts shall be treated as if 
they were received by a domestic corpora
tion. 

"(b) ELECTION.-An election to have the 
provisions of this section apply for any tax
able year shall be made by a United States 
shareholder at such time and in such manner 
as the Secretary or his delegate shall pre
scribe by regulations. An election made for 
any taxable year may not be revoked except 
with the consent of the Secretary or his 
delegate. 

"(c) SURTAX EXEMPTION.-For purposes of 
applying subsection (a) (1), the surtax ex
emption provided by section 11 ( c) shall not 
exceed, in the case of any United States 
shareholder, an amount which bears the 
same ratio to the surtax exemption as the 
amounts included in his gross income under 
section 983 (a) for the taxable year bears to 
his pro rata share of the earnings and profits 
for the taxable year of all controlled foreign 
corporations with respect to which such 
United States shareholder includes any 
amount in gross income under section 983(a). 

"(d) SPECIAL RULE FOR ACTUAL DISTRIBU· 
TIONS.-The earnings and profits of a foreign 
corporation attributable to .amounts which 
were included in the gross income of a United 
States shareholder under section 983 (a) and 
with respect to which an election under this 
section applied shall, when such earnings and 
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profits a.re distributed, notwithstanding the 
provisions of section 986(a.) (1), be included 
in gross income to the extent that such 
earnings and profits so distributed exceed 
the amount of ta.x pa.id under this chapter 
on the a.mounts to which such election 
a.pp lied. 
"SEC. 990. RECORDS AND ACCOUNTS OF UNITED 

STATES SHAREHOLDERS. 
"(a) RECORDS AND ACCOUNTS To BE MAIN

TAINED.-The Secretary ma.y by regulations 
require each person who is, or has been, a. 
United States shareholder of a. controlled 
foreign corporation to ma.lnta.in such rec
ords and accounts as ma.y be prescribed by 
such regulations as necessary to carry out 
the provisions of this subpart. 

.. (b) Two OR MORE PERSONS REQUIRED To 
MAINTAIN OR F'URNISH THE SAME RECORDS AND 
ACCOUNTS WITH RESPECT TO THE SAME FOR
EIGN CORPORATION.-Where, but for this sub
section, two or more persons would be re
quired to maintain or furnish the same rec
ords a.nd accounts as ma.y by regulations be 
required under subsection (a.) with respect 
to the same controlled foreign corporation 
for the same period, the Secretary may by 
regulations provide that the mainta.ina.nce 
or furnishing of such records a.nd accounts 
by only one person shall satisfy the require
ments of subsection (a.) for such other per
sons. 
"SEC. 990A. TRANSITION RULES FOR PERIOD 

BEFORE SUBPART I Is CoM
PLETEL Y PHASED IN. 

"In the case of a. United States shareholder 
whose taxable year ends within or with the 
taxable year of a foreign corporation which 
begins after December 31, 1978, a.nd before 
January 1, 1984, the a.mount which such 
shareholder shall include in his gross in
come under this part (to the extent such 
inclusion is determined under this subpart) 
shall, notwithstanding any other provision 
of this subpart or subpart F, be a.n a.mount 
equal to the greater of-

"(1) the amount such shareholder would 
be required to include in his gross income for 
the taxable year under subpart F ( as such 
subpart wa.s in effect on the da.y after the 
date of enactment of the Revenue Act of 
1978), or 

"(2) the amount such shareholder would 
be required to include in his gross income 
under this subpart (determined without re
gard to this section).". 

(b) TECHNICAL AND CONFORMING AMEND
MENTS.-

(1) Section 864(c) (4) (D) ls a.mended to 
read a.s follows: 

''(D) No income from sources without the 
United States shall be treated as effectively 
connected with the conduct of a. trade or 
business within the United states if it con
sists of dividends, interest, or royalties paid 
by a foreign corporation in which the tax
payer owni, (within the meaning of section 
958(a.)), or is considered a.s owning (by ap
plying the ownershtp rules of section 958 
(b)), more than 50 percent of the total com
bined voting power of a.11 classes of stock 
entitled to vote.". 

(2) Section 951 is a.mended by adding a.t 
the end thereof the following: 

"(c) TAXABLE YEARS BEGINNING. ON ENACT
MENT OF THIS AcT.-"--NO amount shall be re
quired to be Included in the gross Income of 
a. United States shareholder under subsection 
(a.) (other than para.graph (1) of such sub
section) with respect to a. taxable year of a 
controlled foreign corporation beginning 
after December 31, 1978, to the extent that 
such amount is required to be included in the 
gross income of a United States shareholder 
under section 983 (a.) . ". 

(3) Section 1016(a.) (19) ls amended by 
striking out "section 961" and inserting in 
lieu thereof "sections 961 and 987". 

(4) Section 1246(a.) (2) (B) is amended by 
inserting "or 983" after "section 951" and by 
inserting "or 986" after "section 959". 

(5) Section 1248 is a.mended by amending 
subsection (d) (1) to read as follows: 

"(1) AMOUNTS INCLUDED IN GROSS INCOME 
UNDER' SECTION 951 OR 953.-Earnings a.nd 
profits of the foreign corporation attributable 
to any a.mount previously included in the 
gross income of such person under section 
951 or 983, with respect to the stock sold or 
exchanged, but only to the extent the inclu
sion of such amount did not result in a.n ex
clusion of an a.mount from gross income un
.aer section 959 or 986.". 

( 6) Section · 78 (relating to dividends re
ceived from certain foreign corpora tlons by 
domestic corporations choosing foreign ta.x 
credit) ls a.mended by striking out "or under 
section 960(a.) (1) (relating to taxes paid by 
foreign corporation)" and inserting In lieu 
thereof the following: ", under section 960 
(a.) (1) (relating to taxes paid by foreign cor
poration), or under section 988(b) (relating 
to taxes deemed paid by corporations)". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to taxable years of foreign corporations be
ginning after December 31, 1978, a.nd to tax
able years of United States shareholders 
which end within or with such taxable years 
of such foreign corpo~a. tions. 

Mr. CHURCH. Mr. President, I am 
happy to cosponsor this amendment. The 
tax deferral provision, which encourages 
corporations to invest in foreign coun
tries instead of in the United States, has 
cost America jobs, tax revenues, and has 
increased the size of the already swollen 
U.S. trade deficit. 

Currently, the earnings of foreign sub
sidiaries of U.S. based corporations are 
taxed by the United States only when 
they are brought home. Until those earn
ing are repatriated, "deferral" acts like 
an "interest-free cash loan" from the 
U.S. Government. If a corporation never 
repatriates these earnings, deferral be
comes tantamount to an exemption from 
U.S. taxation. Generally, less than half 
of the earnings from the foreign opera
tions of American multinationals are re
patriated-and deferral allows those 
earnings to be brought back whenever 
the corporation deems it most favorable 
for its overall tax situation. Solely do
mestic corporations do not have the lux
ury of deferring U.S. taxes until that year 
when tax payments will be most advan
tageous to the cooperation. 

The cost to the American taxpayer in 
revenue foregone because of deferral is 
estimated at between $300 million and $1 
billion per year. This revenue loss to the 
United States would be serious enough 
were that the only cost of the deferral 
provision; but far more serious is the fact 
that by encouraging the exportation of 
capital and the formation of plants and 
equipment abroad, deferral causes a loss 
of jobs for American workers. In a study 
done for the Subcommittee on Multina
tional Corporations of the Senate For
eign Relations Committee by a distin
guished economists, Professor Peggy 
Musgrave, it was revealed that "foreign 
investment as it were, establishes an alli
ance between U.S. capital and foreign 
labor, both of whom stand to gain, while 
it is not surprising that U.S. labor and 
foreign capital should be less than 
enthusiastic." 

Several years ago the State Depart
ment hired two economists to study the 
effects of deferral, confident that they 
would once again bolster the position 
that large foreign investments benefit 
the U.S. economy. However, Messrs. 
Freeman and Frank found that from 
1969 to 1973, 1 million U.S. jobs were 
lost because of investment abroad 
instead of at home. Approximately 
150,00fl jobs are being exported annually. 

Finally, it is somewhat ironic that at 
a time when the U.S. Congress is most 
concerned with the historically large $30 
billion U.S. trade deficit, there should 
be any question of retaining a provision 
in the law which in effect subsidizes the 
operations of foreign subsidiaries of U.S. 
based corporations, bestowing upon 
them an extra edge, when they in turn 
compete with our own domestic com
panies. The "interest free loan" that the 
U.S. Government is, in effect, providing 
through the deferral provision is coming 
home to roost when U.S. exporters are 
unable to compete with their foreign 
counterparts. 

Last week, this Congress sent to the 
President a bill which would require the 
U.S. Government to attain and maintain 
a balanced budget beginning in 1981, yet 
is the Senate at the same time willing to 
retain deferral-a provision which is es
timated to result in a tax revenue loss 
of between $300 million and $1 billion 
per year? 

I concur totally with economist Pro
fessor Musgrave's conclusion that " de
ferral clearly introduces a non-neutral 
incentive to invest abroad that is dif
ficult to defend on both equity and ef
ficiency grounds." Deferral offers tre
mendous advantages to U.S. · corpora
tions which invest abroad, nothing to 
those which invest at home, and costs 
the U.S. economy in terms of jobs and 
lost revenues and a larger trade deficit. 
There! ore, I strongly support this 
amendment and hope the Senate will 
vote in favor of an expeditious repeal 
of deferral. · 

Mr. President, it should be emphasized 
that this amendment will not cost the 
U.S. taxpayer anything. In fact, it will 
save money. That statement cannot be 
made about most amendments oft'ered 
during the past few days. 

Mr. KENNEDY. Would the Senator 
like to ask for the yeas and nays while 
we have the Members here? 

Mr. LONG. I cannot yield for that 
because I do not have the time. I do not 
think anybody has. 

Mr. CHURCH. I have 15 minutes, and 
I would hope we can get a vote on this 
amendment. It is nongermane, and now 
is the time to vote on it if we can. 

Mr. KENNEDY. Can we ask that it be 
in order to ask for the yeas and nays? 

Mr. LONG. Somebody will have to 
yield the time for the yeas and nays. 

Mr. CHURCH. Mr. President, will the 
Senator yield for that time? 

Mr. MUSKIE. I have yielded 15 min
utes, and we have only about 45 minutes 
left. 

Mr. CHURCH. I assure the Senator 
that I can take less time to argue the 
case. 
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Mr. KENNEDY. Can we ask for 7 
minutes? 

Mr. CHURCH. Very well. 
I ask for the yeas and nays. 
The PRESIDING OFFICER. Is there 

a sufficient second? Thm-e is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. CHURCH. This amendment, it is 

estimated, will save the U.S. Treasury 
anywhere from $300 million to $1 billion. 
It is a big saver. This amendment has 
been considered by Congress in previous 
years. It relates to American corpora
tions doing business abroad, and the way 
that their earnings abroad are treated 
for tax purposes. Today these earnings 
are subject to U.S. in :ome tax, but the 
tax need not be paid as long as the profits 
are left abroad. 

This amendment has nothing to do 
with the right of American corporations 
to credit foreign taxes against any tax 
they might otherwise owe the United 
States on profits earned abroad. All that 
this amendment does is to treat Ameri
can-owned foreign subsidiaries, doing 
business in other lands, in the same man
ner that solely based U.S. corporations 
currently are treated; namely, that they 
pay income tax in the year that the earn
ings are realized. 

Under current law it is possible to 
defer the tax payable on foreign earn
ings, that would otherwise be owed to the 
United States, if and until such time that 
the profits are repatriated. This means, 
in effect, that an advantage is given to 
those American-owned businesses that 
operate overseas as compared to busi
nesses operating at home. The Foreign
based businesses can defer the payment 
of income taxes on their profits until 
such time as they decide to bring those 
·profits home. That may be 1 year, 10 
years, 20 years, or never. As long as they 
leave the profits abroad, they need not 
pay any U.S. in:ome tax on those ·earn
ings. 

This amounts, in effect, to an interest
free loan from the U.S. Government for 
the period that corporations choose not 
to repatriate profits. However, we do not 
give interest-free loans to businesses op
erating here at home, least of all for tax 
purposes. 

If the corporation chooses to leave 
those profits abroad indefinitely, then· it 
can indefinitely avoid any payments of 
income tax on those profits. 

For these reasons, I think it would be 
strongly in the interest of U.S. taxpayers 
for the Senate to enact this amendment. 
I am joined by the distinguished Sena-"' 
tor from Massachusetts as a cosponsor 
of the amendment. 

I yield the balan :e of my time to him. 
Mr. KENNEDY. Mr. President, I be

lieve there are 2 minutes left on the 
Church amendment. 

Mr. President, this issue, as the Sena
tor from Idaho has pointed out, has been 
debated time and again on the Senate 
floor. Senators have expressed their will. 

Just very briefly three points· In order 
to take advantage of the tax expenditure, 
you have to move overseas in order to 
receive it, and, therefore, there is the 
distinction between the overseas corpora-

tions and the corporations that are here 
at home. 

Second, at a time when this body is 
going to be considering billions of dollars 
of additional tax expenditure for new 
capital formation, the incentive in this 
particular amendment is to keep the 
capital from going overseas. That is what 
the real incentive is without this amend
ment, to keep the capital overseas, at a 
time when we are trying to bring capital 
home, and this keeps capital overseas; 
at a time when we are trying to bring 
capital home f,or job expansion, this 
keeps capital overseas when we have our 
unemployment at the rate it is. 

The final point I want to make is it 
is discriminatory between corporations 
overseas and whether they are subsidi
aries or whether they are branches. It 
points that kind of discrimination to cor
porations which are overseas, moving 
jobs overseas, supporting capital that re
mains overseas and discriminating 
against these companies that are not 
overseas, which justifies the acceptance 
of the amendment. 

Mr. HANSEN. The tax "deferral" or 
"tax when repatriated" provision should 
remain as is because; first, taxing earn
ings before repatriation would place sub
sidiaries of U.S. parents at a competitive 
disadvantage with foreign subsidiaries 
owned by foreign parents and all foreign 
parent corporations; two, no other trad
ing nation taxes domestic corporations 
on their foreign earnings until these 
earnings are repatriated; and three, the 
elimination of the deferral provision is 
an invitation to foreign countries to in
crease their tax rates. Ultimately, this 
could mean fewer dollars being repatri
ated and a lesser tax take for the United 
States. 

The present law does not cause "U.S. 
jobs to be exported." In our judgment, 
the net effect of the present deferral pro
vision results in increasing the number 
of jobs available in this country. 

We point out that the "tax deferral" 
provision is only operative when the for
eign tax does not equal or exceed the 
U.S. tax. When the foreign tax rate 
equals the U.S. rate, there is nothing to 
defer. , 

Mr. BENTSEN. Mr. President, I be
lieve that the pending amendment would 
place American-based firms at a serious 
competitive disadvantage. No other 
country taxes such income until it is 
repatriated. Some countries go even fur
ther and do not tax earnings of foreign 
subsidiaries at all. 

Under present law, American parent 
companies do not pay taxes on their 
share of profits earned by foreign sub
sidiaries until those profits are received 
as a dividend. This undistributed income, 
which is taxed by the host foreign gov
ernments as it is earned, is often needed 
for expansion or debt service abroad and 
may not be available to the · parent 
company. 

Decisions of American firms do not in
volve a choice between exporting from 
the United · States or manufacturing 
abroad. Differences in customer product 
requirements and preferences, trade bar-

riers-both tariff and nontariff-reflect
ing deep-rooted national policies, · and 
logistics have generally foreclosed the 
export opportunity. 

Overseas investments have been dic
tated by market opportunity, not by the 
availability of hourly labor costs lower 
than those in the United States. 

There is no question that if U.S. firms 
were to turn their backs on market par
ticipation through overseas facilities, 
multinational firms based in other coun
tries would be alert and quick to fill the 
need. 

The tax code has many provisions to 
prevent abuse of the deferral provisions. 

Under the so-called subpart F pro
visions of the Internal Revenue Code, 
which were added to the Code over 15 
years ago by the Revenue Act of 1962 and 
strengthened and expanded by the Tax 
Reduction Act of 1975 and the Tax Re
form Act of 1976, certain types of sales, 
service, investment, insurance, and ship
ping income earned by foreign corpora
tions controlled by U.S. persons are "con
structively" included in the incomes of 
such U.S. persons whether or not such 
amounts are actually distributed to such 
persons. Moreover, the subpart F provi
sions include in the incomes of the U.S. 
persons certain other profits of controlled 
foreign corporations invested in U.S. 
property in a manner that has the effect 
of repatriation to or for the benefit of 
such persons. Tlwse provisions, already 
part of our domestic tax law, effectively 
eliminate deferral in abusive situations. 

In addition to the subpart F provisions 
the Commissioner of Internal Revenue 
has a number of statutory and judicial 
methods with which to attack abusive 
situations of tax deferral; and all multi
national corporations know that the 
Commissioner is zealous, as he should be, 
in his use of these weapons where he finds 
improper deferral. 

The opportunities for tax deferral 
under present tax law are quite limited 
and exist, for the most part, only where 
deferral is appropriate such as foreign 
subsidiaries engaged in manufacturing 
and other local operations in order to 
effectively penetrate foreign markets for 
their goods and services. 

Foreign subsidiaries of U.S. corpora
tions located in any foreign country are 
in competition with other business oper
ating in that particular country. To be 
able to compete effectively, foreign sub
sidiaries must be subject to no heavier 
taxes on their income than are their 
competitors. This amendment would sub
ject those subsidiaries to a heavier rate 
of taxation· in many cases, severely im
pairing their ability to compete. 

In high tax countries, the current tax
ation of undistributed earnings, while 
producing little revenue gain to the 
United States, could seriously impair the 
ability of American business to compete. 
Favorable tax provisions in such coun
tries might be of little or no use to the 
subsidiary of a U.S. corporation. The U.S. 
tax would constitute an effective "floor" 
below which the foreign subsidiary could 
not benefit from such local tax provi
sions. Additionally, timing differences
accelerated versus normal depreciation-
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could subject the subsidiary to high effec
tive taxes. 

The current taxation of undistributed 
earnings also would affect American busi
ness operating in developing countries, 
which typically, have lower tax rates. 
These countries have relied on the pres
ence of American business to supply 
needed goods and services and aid in the 
development of the local economy. Under 
the amendment, American business oper
ating in developing countries would be 
effectively taxed at high U.S. rates while 
their foreign competitors would be taxed 
at the lower local rates. 

CURRENT LAW INSURES TAX EQUALITY 

Mr. CHAFEE. Mr. President, under the 
present U.S. law, and the laws of almost 
every country in the world, earnings by 
foreign subsidiaries of U.S. companies 
are not subject to U.S. tax until these 
earnings are remitted to the corpora~e 
parent in the United States. In a par
ticular country, the subsidiary pays the 
same taxes as all other corporations lo
cated in the country. Thus, until profits 
are actually paid to shareholders outside 
the foreign country, all businesses com
peting in the same foreign country are 
taxed the same. This "separate entity" 
treatment results in equality of . tax 
treatment. 

What the Church amendment pro
poses is that the United States-break
ing away from the other major indus
trial powers-disown this concept of 
equality of tax treatment. It would do 
this by saying that it does not matter 
whether all or any part of the earnings 
of the foreign subsidiary are actually 
paid out in dividends to its American 
owners but that the United States will 
compute taxes each year as if all such 
earnings were paid out. This, in effect, is 
the imposition of an "anticipatory tax" 
and 1s a bad idea for the following rea-
sons: 

DEFERRAL HELPS U.S. ECONOMY 

First, it is a bad idea because it will 
hurt the U.S. economy and cost many 
American workers their jobs. Proponents 
of ending deferral contend that it costs 
the United States jobs by transferring 
them overseas. This is not the case. 

Business operations abroad are vital to 
the U.S. economy and our workers. These 
operations produce jobs here at home, 
increase exports and promote a positive 
trade balance. Exports of many manu
factured goods are impossible without 
sales and service organizations abroad. 
Potential foreign buyers no longer will 
buy sophisticated equipment if they do 
not have service and repair facilities 
close at hand. Even when the final prod
uct is assembled abroad, components 
are purchased elsewhere. If the foreign 
operation il? owned by an American firm 
that makes the components, who is most 
likely to get the component export sales 
business? A 1973 U.S. Tariff Commission 
study showed that shipments from U.S. 
corporations owning foreign affiliates ac
counted for 62 percent of all U.S. exports. 

Foreign construction projects, such as 
a major building project in Saudi Arabia, 
require large numbers of support people 
in the home office to plan and design the 
project, order materials and handle a 

wide range of administrative tasks not to 
mention supervisory people on site. 

Foreign sales and production fre
quently involve use of patents, trade
marks, and technical services requiring 
payment of royalties and fees. If the for
eign operation is owned by a U.S. firm, 
U.S. know-how is most likely to be used 
and royalties subsequently will flow to 
the United States. 

Royalties and fees paid to the U.S. 
parent foster additional research and 
development in the United States which 
results in better, more efficient products. 
The U.S. consumer is the beneficiary. As 
the foreign affiliate grows, it also inno
vates and the parent company can apply 
these innovations at home. This "re
verse" transfer of technology applied in 
the U.S. creates jobs for Americans. 
Often raw materials or components pro
duced abroad by the subsidiary of an 
American parent are vital to the parent 
company's own production in the United 
States. It would be discriminatory to 
force these subsidiaries to sell in a world 
market where the costs of raw materials 
or essential components are higher than 
those paid by its foreign competitors. 

As much as 50 percent of all U.S. ex
ports are made to foreign companies 
controlled by U.S. shareholders, and the 
jobs of millions of U.S. workers are de
pendent upon these exports. Such ex
ports greatly enhance our merchandise 
trade balance at a time when the over
all U.S.' balance of trade sorely needs 
such support. 

Thus, foreign subsidiaries of U.S. com
panies actually produce jobs, generate 
tax revenue, and have other favorable 
effects on the U.S. economy. 
ENDING DEFERRAL PUTS SUBSIDIARIES OF U.S. 

COMPANIES AT COMPETITIVE DISADVANTAGE 

Although foreign subsidiaries of 
American companies are still strong 
competitors in many parts of the world, 
competition abroad is growing more 
difficult. Common Market countries and 
Japan have caught up with us, and in
deed are passing us, in a growing num
ber of industries, both on their own turf 
and in other markets. The technological 
edge of the United States has been 
dulled in all but a relative handful of 
products and even these are in jeopardy. 
As the number of foreign-controlled 
companies dominating important indus
tries has increased, it is unwise for the 
U.S. Government to put U.S. subsidiaries 
abroad at a further competitive disad
vantage. 

Suppose two parent companies, one 
in the United States and one in Germany, 
are considering an operation in a coun
try which taxes profits at 25 percent. 
Under the proposal to end deferral, the 
American multinational would pay up
ward of 48 percent on the profits of the 
proposed operation, regardless of wheth
er or not, there is a need to reinvest all 
the profits remaining after the 25 per
cent tax imposed by the local govern
ment. The German parent can reinvest 
all its profits over 25 percent because the 
German Government does not impose 
the additional tax that would be imnosed 
by the United States by this amendment. 
Who can make the more attractive bid 

for the concession? Who can charge the 
lower price for the product, either for 
sale back home <to be built into an end 
product by U.S. workers) or in the for
eign market? 

We hear the argument that ending de
ferral closes a tax loophole but this is 
not a good argument. The decision to 
form a foreign corporation is made for 
overall business reasons, not for tax 
avoidance purposes. Changes in U.S. tax 
laws over the years now largely prevent 
any taxes from being avoided. And busi
nesses choose subsidiaries over branches 
(whjch are taxed currently) largely de
pending on local foreign investment laws 
and not for U.S. tax purposes. 

Even if the deferral were ended it is 
highly unlikely that there would be sub
stantial increase in U.S. investment. In 
fact, we believe the effect will be strongly 
negative for the following reasons: 

U.S. companies do not decide to estab
lish foreign operations because taxes are 
lower in foreign countries. In fact as 
much as 75 percent of U.S. investment 
abroad may be made in countries with 
tax rates equal to or higher than those 
in the United States. U.S. businesses in
vest abroad, as well as at home, because 
they must to survive and grow. Tariff 
and nontariff barriers can make it im
possible to compete in foreign markets 
by exporting from the United States. Or 
the raw materials cannot be found 
domestically. Or local sales and service 
operations are vital to exports from here. 
Or costs here make it impossible to com-

. pete with foreign firms for sales in other 
parts of the world. 

The argument that deferral creates 
"runaway" plants and jobs is a weak one. 
Very few U.S.-controlled foreign subsi
diaries are "runaways"-that is, they 
rarely displace production in the United 
States for the home market. The labor 
cost differential between the United 
States and the major industrial coun
tries of Western Europe has narrowed 
markedly. For this reason, a growing 
number of foreign multinationals are es
tablishing plants in the United States. 
The available data indicates that some
thing less than 7 percent of the products 
made abroad by U.S.-controlled compa
nies are exported back to the U.S. mar
ket. The Department of Commerce, 
"Survey of Current Business," reported 
that only 6.7 percent of the sales of U.S. 
owned affiliates abroad were to the 
United States, and this included sales to 
the United States under the free trade 
permitted by the United States-Cana
dian Automobile Pact. When this spe
cific automobile trade was excluded, only 
3.5 percent of all sales from U.S.-owned 
foreign affiliates were made back to the 
United States. Thus, 96.5 percent of all 
sales were made abroad. 

Suppose, due to the discouragement 
caused by ending deferral, less U.S. 
money is invested in countries that pres
ently have lower tax rates than those in 
the United States. That does not mean 
that the money will be invested in the 
United States. If the profit potential is 
greater elsewhere, that is where the 
money will go. Thus, . investment could 
be diverted to other high-tax countries 
instead. A Ways and Means Task Force 
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on Taxation of Foreign Source Income 
agrees. 

Even with the enactment of the pro
posed ending of deferral, the reaction of 
those countries which have lower rates 
could end up totally negating the inten
tion of the change. For example, in order 
to maintain advantages designed to at
tract U.S. investment, such countries 
might simply raise their own tax rates to 
match the U.S. rates, ·making up the dif
ference in the form of subsidies. 

ENDING DEFERRAL WOULD HAVE NEGATIVE 
FOREIGN POLICY IMPLICATIONS 

Ending deferral also would have neg
ative foreign policy implications. For 
many years the United States has recog
nized the desirability of assisting devel
oping nations. The U.S. subsidiary, in 
many developing countries, plays an im
portant role in transferring technology 
to that society. This technology transfer 
aids development and contributes to a 
positive foreign investment climate in a 
country. Many countries actively seek 
U.S. foreign - investment to help spur 
their economies. 

Of the 37 countries with total effective 
corporate tax rates belm·, the U.S. statu
tory rate, 27 of these are developing 
countries which use lower tax rates to 
stimulate internal e:::onomic develop
ment. The effect of ending deferral would 
be to make investment in such countries 
less profitable to American firms, and 
would weaken private sector efforts in 
these countries. 

Ending deferral also abandons the 
principles used around the world in the 
taxation of international transactions. 
These principles are either embodied 
or assumed in all U.S. tax treaties. There 
is little doubt that ending deferral will be 
viewed as an act of bad faith by much 
of the world, since the United States 
would be violating the spirit of its own 
treaties. 

ENDING DEFERRAL COULD ACTUALLY REDUCE 
U.S. TAX REVENUES 

A 1976 Treasury study done by Huf
bauer and Foster conceded that, if all 
profits earned by U.S.-controlled foreign 
affiliates were repatriated to the United 
States (forced repatriation of .foreign 
earned profits is one of the primary pur
poses of the proposal) the United States 
could suffer a net loss in tax revenue. 
The Treasury also conceded, in option 
papers presented to the White House be
fore the administration's proposal was 
formulated, that ending deferral could 
result in a long-term loss in U.S. tax 
revenues. Because almost all countries 
including the United States, impose ~ 
tax on dividends sent to other coun
tries, if the United States forced divi
dends to be repatriated, they would be 
subject to the withholding tax of the 
country in which they were earned. 
Since the sum of the foreign corporate 
income tax paid and the foreign with
holding tax could equal or exceed the 
U.S. tax rate, if the proposal is aimed 
only at profits taxed at rates below the 
U.S. rates, no U.S. tax revenue would 
result. 

Although Treasury states that it can
not predict the reaction of foreign na-

tions affected by the ending of deferral, 
the net effect of the administration's 
proposal cquld well be an increase in 
taxes paid to foreign nations, not to the 
United States. Countries interested in 
revenue to spur development will not sit 
by idly while the U.S. taxes away this 
revenue. The country's answer will be ad
ditional taxes on the subsidiary. 

ENDING DEFERRAL WILL MEAN COMPLEX 
ENFORCEMENT PROCEDURES 

The elimination of deferral will mean 
complex enforcement procedures and the 
addition of an enforcement/auditing 
staff. The proposal will require foreign 
:financial books of U.S.-controlled foreign 
subsidiaries to be completely restated in 
terms of U.S. accounting and .tax prin
ciples. This restatement must be made 
on an item-for-item basis, requiring ad
justments-in each country-in the de
preciation rates, credits, deductions and 
other technical items called for under 
the laws of such country. This task is 
made even more difficult by currency 
fluctuations, blocked currencies, and 
other problems Treasury has mentionel 
only in passing. The Treasury has ad
mitted that massive new regulations will 
be required to govern this worldwide re
sta·tement of income. 
TAX AVOIDANCE IS NO LONGER A MAJOR ISSUE 

Some 15 years ago, when the ending of 
deferral was first proposed, Congress f o
cused on the opportunity for tax avoid
ance in foreign transactions, and enacted 
specific legislation designed to impose a 
full tax burden on tax haven income. As 
recently as 1976, in the Tax Reform Act, 
Congress tightened these provisions, fur
ther reducing the possibility of tax 
avoidance through investments in tax 
havens. Thus, foreign personal holding 
companies, foreign base companies, and 
other foreign operations lending them
selves to tax avoidance are strictly regu
lated. 

The current law and regulations in this 
area are detailed and specific, and leave 
little room for tax avoidance. In fact, 
the Treasury makes no "full scale" tax 
avoidance arguments based on tax ha
vens. Current U.S. law prohibits such 
manipulation and permits the ms to ad
just profits, prices, and other items 
where it suspects manipulation. 

On September 2, 1977, the Treasury 
Department, after considering a number 
of options, recommended to the White 
House that deferral not be repealed, and 
no new arguments have been advanced 
suggesting that Treasury's own analysis 
was deficient. The State and Commerce 
Departments also have criticized propos
als to end deferral. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment of 
the Senator from Idaho. The yeas and 
nays have been ordered. 

Mr. LONG. Mr. President, how much 
time remains? 

The PRESIDING OFFICER. There are 
16 minutes remaining. 

Mr. LONG. I yield 3 minutes to the 
Senator from Oregon. 

Mr. PACKWOOD. I really only needed 
3 minutes, Mr. President, but I asked for 
5 minutes. 

Mr. President, we have debated this 

extensively in the past, and if we want 
to debate this later. tonight we will. 

Let me talk about the key document 
to point out in perspective what deferral 
really means, as to what the profes
sionals who deal with it really under
stand it to mean. 

This is a document leaked to me by the 
White House. It was the Treasury's rec
ommendations to the President when he 
was considering this. At the bottom there 
are three lines for "agree," "disagree," 
and "want to discuss further." Here is 
what it says: ~ 

Pro-posal. Treasury does not recommend 
deferral be eliminated. 

1. Few companies invest in less developed 
countries merely because of tax considera

. tions. There is little evidence to suggest 

. that the net impact of foreign investment 
on domestic employment is large. Other pol
icy instruments are more effective in stimu
lating domestic employment. 

2. Removing deferral is an incentive to a 
foreign country to raise its taxes on funds 
withdrawn from the country to the Ameri
can level of taxation. This is likely to mean 
that we will obtain little in revenue from 
removing tax deferral ( even less would be 
received if the corporate rate is reduced.) 
In fact, this proposal in the long run may 
result in a loss in revenue to us, since it will 
encourage foreign countries to impose higher 
taxes on income withdrawn from their coun
tries than they would if deferral were 
retii,ined. 

3. The balance of tax incentives now gen· 
erally favors domestic investment over for
eign investment. Although foreign invest· 
ment benefits from deferral, it is denied the 
investment tax credit and accelerated de· 
preciation (ADR). In the aggregate, these 
domestic incentives more than offset the 
effect of deferr:al. As a result repealing de
ferral would represent a step away from tax
ing domestic and foreign investment at the 
same effective rates. 

4. To deny tax deferral means that income 
from U.S. investments overseas will be dis
criminated against relative to other invest
ments in the same foreign countries. The 
income on these other investments pays only 
the tax of the foreign country (and usually 
w111 not pay any tax to the country from 
which the investment originated). 

DEPARTMENT OF STATE COMMENT 

This is still from the Treasury recom
mendation to the President. 

The State Department urges tax deferral 
be retained. It believes that the elimination 
of tax deferral would make it more difficult 
for U.S. corporations to compete interna
tionally. 

DEPARTMENT OF COMMERCE COMMENT 

Commerc~ supports the Treasury position 
to continue deferral of taxes on undistributed 
earnings of controlled foreign corporations. 
The present practice of not taxing foreign 
source income until returned to U.S. share
holders should be continued because: (1) 
other countries do not tax earnings of their 
overseas corporate holdings until such in· 
come is repatriated, (2) it would tend to dis
courage U.S. investment in low tax coun
tri~s (often LDCs), (3) it may induce foreign 
governments to place a withholding tax on 
the constructive dividends implicit in ending 
tax deferral, and (4) A past Treasury study 
has indicated that under certain conditions 
the removal of the deferral ·may actually los·e 
revenue. 

TREASURY RECOMMENDATION 

The Treasury recommends that deferral be 
retained. 

That is the attitude of Commerce, 
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Treasury, and State, the three principal 
departments concerned. 

The PRESIDING OFFICER. The Sen
ator's time has expired. 

Mr. BENTSEN. Mr. President, will the 
Senator yield another minute on the 
bill? 

Mr. LONG. I yield 1 more minute. 
Mr. BENTSEN. Does the Senator 

know of any other country in the world 
that taxes profits overseas? 

Mr. PACKWOOD. There is not any 
other country in the world that taxes 
profits overseas, and a number of major 
countries do not even tax them when 
they are brought home. We are the only 
country that does. 

Mr. BENTSEN. Is it not true that in 
many of these countries you run into 
local laws on stock ownership, where it 
is held, and where the domicile m~t 
be, which would preclude our compames 
from operating in those areas? 

Mr. PACKWOOD. Yes; and the De
partment of State estimates that if we 
wiped out our overseas investments, we 
would be lucky to serve one-fourth of 
the markets we now serve by overseas 
investments. 

Mr KENNEDY. Mr. President, will the 
man~ger of the bill yield for a question? 

Mr. LONG. Yes. 
Mr. KENNEDY. What is the position 

of the Treasury Department? I under
stand the administration supports the 
Church amendment. 

The PRESIDING OFFICER. The Sen
ator's time has expired. Who yields time? 

Mr. LONG. I personally favor the 
amendment. The Treasury opposes it; 
the committee does favor it. 

Mr. PACKWOOD. Mr. President, _I 
did not say the current Treasury posi
tion was in favor. Of course, the Treasury 
supports what the President tells th~m 
to do. All I am saying is that in making 
the recommendation, Treasury, Com
merce and State recommended to the 
President that deferral be retained. But 
when the President comes out on the 
other side, those departments h~ving 
nothing to do but do what the President 
tells them. 

Mr. LONG. Mr. President, the only 
way we could vote on this amendmeD;t, I 
would think, at this point, would be if a 
motion to table were made. I would be 
willing to make a motion to t'.3-ble if _the 
Senator from Idaho will permit the time 
for the vote to be on a motion to table. 

Mr. CHURCH. That would be fine with 
me. I thank the Senator for his coopera
tion. 

Mr. LONG. Mr. President, with the un
derstanding that the tirn,e for the vote 
will be used for the vote on the motion 
to lay on the table, I move that the 
amendment of the Senator from Idaho 
be laid on the table. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a suffic_ient 
second. 

The yeas and nays were ordered. 
Mr. MUSKIE. Mr. President, a~ainst 

whose time is the rollcall vote? I yield~d 
time for a vote on the amendment. I did 
not yield time for a motion to lay on the 
table, Mr. President. 

CXXIV--2184-Part 26 

Mr. LONG. Mr. President, the only 
way we can vote on this amendment at 
this point would be on a motion to lay 
on the table, because otherwise the 
amendment would drag out and take a 
lot more time. The only way we can get 
the Senate position on this issue at this 
time would be to vote on a motion to lay 
on the table. 

Mr. MUSKIE. I understand. No ob
jection. 
e Mr. STEVENSON. Mr. President, I 
oppose the amendment offered by the 
Senator from Idaho to eliminate foreign 
tax deferral. 

Mr. President, the principal benefi
ciariei;; of this amendment will be foreign 
governments and our foreign competi
tors-not the U.S. taxpayer or U.S. 
worker. 

U.S. exports in 1977 were $120 billion. 
From one-fourth to nearly one-half of 
total U.S. exports are to overseas affi
liates o: U.S. firms. Accordingly, between 
$30 to $60 billion of 1977 exports 
from the United States were shipped to 
these affiliates. And it is these overseas 
subsidiaries-the best customers for U.S. 
goods-who would be economically 
harmed by subjecting their income to 
current U.S. taxation. Their profits 
would be taxed at rates higher than 
those of their competitors who would be 
paying on a current basis only the tax 
of the host country. 

In general, no country taxes unremit
ted earnings from operations of foreign 
affiliates of their corporations. If the 
United States decided to do so, we can 
be certain that, in view of current fierce 
competition for world markets, no coun
try would follow our lead. 

Secretary Vance noted in a recent 
speech to the Governors that nearly 10 
million American jobs depend on U.S. 
exports. Using 4jhe estimates of U.S. ex
ports earlier ref erred to, there are be
tween 2.5 to 5 million American workers 
producing exports for the overseas sub
sidiaries of U.S. firms. If "deferral" were 
eliminated, many of these jobs would be 
in jeopardy since the major overseas 
customers of American exports would be 
economically damaged. 

A first-of-its-kind study recently com
pleted by Arthur Andersen & Co. based 
on financial data from the overseas sub
sidiaries of 88 American companies de
monstrates that the proposal to elimi
nate "deferral" under the most likely cir
cumstances would result in additional 
foreign tax payments o~ $294 million, a 
U.S. Treasury revenue loss of $88 million, 
and an overall net tax increase of $206 
million to the 88 companies. 

This would result from the interaction 
between foreign "withholding" taxes 
and the U.S. foreign tax credit. Over
seas subsidiaries would change their dis
tribution policies so as to minimize tax 
costs. Most companies would increase 
their profit repatriation patterns from 
the historic level of about 50 percent to 
a new level of about 75 percent. 

"Deferral" is a universal system. For 
the United States unilaterally to elimi
nate it for U.S. firms would damage their 
overseas subsidiaries with consequent 

harm to the U.S. economy and U.S. 
workers.• 

The PRESIDING OFFICER. The 
question is on agreeing to the motion to 
lay on the table. The yeas and nays have 
been ordered. The clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that the 
Senator from South Dakota (Mr. ABou
REZK), the Senator from Minnesota <Mr. 
ANDERSON), the Senator from Delaware 
<Mr. BIDEN), the Senator from Arkansas 
(Mr. BUMPERS), the Senator from Ne
vada (Mr. CANNON), the Senator from 
Colorado (Mr. HASKELL), the Senator 
from Maine (Mr. HATHAWAY), the Sena
tor from Minnesota <Mrs. HUMPHREY), 
the Senator from Louisiana <Mr. JOHN
STON1, the Senator from Vermont (Mr. 
LEAHY), the Senator from South Dakota 
(Mr. McGOVERN) , the Senator from 
Montana (Mr. MELCHER), the Senator 
from Rhode Island (Mr. PELL), and the 
Senator from Mississippi (Mr. STENNIS) 
are necessarily absent. 

I further announce that, if present and 
voting, the Senator from Vermont (Mr. 
LEAHY), the Senator from Minnesota 
(Mrs. HUMPHREY) and the Senator from 
Rhode Island (Mr. PELL) would each 
vote "yea." 

Mr. STEVENS. I announce that the 
Senator from Nebraska (Mr. CURTIS), 
the Senator from New Mexico (Mr. Do
MENICI), the Senator from Michigan 
<Mr. GRIFFIN), the Senator from New 
York (Mr. JAVITS), the Senator from 
Maryland <Mr. MATHIAS), the Senator 
from Idaho <Mr. McCLURE), the Senator 
from Illinois <Mr. PERCY) and the Sena
tor from Texas <Mr. TOWER) are neces
sarily absent. 

I further announce that if present 
and voting the Senator from New York 
<Mr. JAVITs) would vote "yea." 

The PRESIDING OFFICER. Is there 
any Senator who has not answered the 
rollcall? 

The result was announced-yeas 61, 
nays 1 7, as follows: 

[Rollcall Vote No. 463 Leg.) 
YEAS--61 

Allen Gravel 
Baker Hansen 
Bartlett Hatch 
Bellmon Hatfield, 
Bentsen Mark 0. 
Brooke Hatfield, 
Byrd, Paul G. 

Harry F., Jr. Hayakawa 
Byrd, Robert C. Heinz 
Case Helms 
Chafee Hollings 
Chiles Huddleston 
Danforth Inouye 
DeConcini Laxalt 
Dole Long 
Durkin Lugar 
Eagleton Magnuson 
FA\stland Matsunaga 
Ford Mcintyre 
Garn Morgan 
Glenn Moynihan 
Goldwater Nunn 

Bayh 
Burdick 
Church 
Clark 
Cranston 
CUlver 

NAYS-17 
Hart 
Hodges 
Jackson 
Kennedy 
Metzenbaum 
Muskie 

Packwood 
Pearson 
Randolph 
Ribicoff 
Riegle 
Roth 
Sasser 
Schmitt 
Sc:hwei.ker 
Scott 
Stafford 
Stevens 
Stevenson 
Stone 
Thurmond 
Wallop 
Weicker 
Williams 
Young 
Zorinsky 

Nelson 
Proxmire 
Sarbanes 
Sparkman 
Talmadge 
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NOT VOTING-22 

Abourezk 
Anderson 
Biden 
Bumpers 
cannon 
Curtis 
Domenici 
Griffin 

Haskell 
Hathaway 
Humphrey 
Javits 
Johnston 
Leahy 
Mathias 
McClure 

McGovern 
Melcher 
Pell 
Percy 
Stennis 
Tower 

So the motion to lay on the table 
amendment No. 3701 was agreed to. 

Mr. DOLE. Mr. President, I move to 
reconsider the vote by which the motion 
was agreed to. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. CLARK and Mr. MUSKIE ad
dressed the Chair. 

Mr. HELMS. Mr. President, will the 
Senator from Kansas yield to me? 

Mr. DOLE. Yes, I yield to the Senator 
from North Carolina. 

Mr. HELMS. Mr. President, I send to 
the desk three amendments, unprinted. I 
ask unanimous consent that they be con
sidered stated, and laid aside for future 
discussion. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will state the amendment. 
Who yields time? 
Mr. HELMS. I reserve the remainder of 

my time. 
Mr. President, a parliamentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HELMS. Just now, I received 

unanimous consent from the Chair to 
send forward three unprinted amend
ments. I asked unanimous consent that 
they be considered stated and laid aside 
for discussion at a later time. 

Mr. PROXMIRE. Will the Senator use 
his microphone? I cannot hear what he 
is requesting. 

I thought he was going to abolish Wis
consin as a State. 

Mr. HELMS. No. 
The PRESIDING OFFICER. Is there 

objection to having the amendments of 
the Senator from North Carolina read en 
bloc and have them lie on tlle table until 
they are called up? 

Without objection--
Mr. LONG. Mr. President, there is no 

request that they be considered en bloc. 
Mr. HELMS. That is correct. I want 

them considered separately. 
The PRESIDING OFFICER. Without 

objection, i~ is so ordered. 
UP AMENDMENT 2040 

(Purpose: To require that certain procedures 
be followed with respect to the IRS "Pro
posed Revenue Procedure on Private Tax
exempt Schools") 

The assistant legislative clerk read as 
follows: · 

The Senator from North Carolina (Mr. 
HELMS) proposes unprinted amendment 
numbered 2040. 

At the appropriate place in the bill, add 
tho following: 

"That the 'proposed Revenue Procedure on 
Private Tax-Exempt Schools' proposed by the 
Internal Revenue Service and published on 
page 37296 of the Federal Register of August 
22, 1978, and any other ·procedure or regula-

tlon proposed by the Internal Revenue Serv
ice relating to the same subject shall not 
take effect unless such Service complies with 
all procedures applicable to significant reg
ulations of the Department of the Treasury 
(within the meaning of the proposed Direc
tive of such Department relating to the prep
aration, review, and approval of regulations; 
published on page 22319 of the Federal Reg
ister of May 24, 1978). 

UP A!•'1ENDMENT 2041 

The assistant legislative clerk read as 
follows: 

The Senator from North Carolina (Mr. 
HELMS) proposes unprinted amendment 
numbered 2041. 

At the end of the bill, add the following 
new section: 

"Section . (a) This section may be cited 
as the "James B. Allen Taxpayer's Attorney 
Fee Award Act of 1978". 

(b) In any action wherein the United 
States, or th.e Internal Revenue Service, or 
any person acting as an agent or employee of 
either the United States or the Internal Rev
enue Service or of both, ls a party and in 
which tax liability to the United States on 
the part of any person is at issue or in which 
a declaration, refund, payment, or any other 
matter pertaining to a tax of the United , 
States is in dispute, the court may in its dis
cretion award reasonable attorney's fees and 
costs or reasonable practitioner's fees and 
costs to any prevailing party other than the 
United States, the Internal Revenue Service, 
or any person acting as agent or employee of 
either the United States or the Internal 
Revenue Service or of both. 

(c : As used in this section, the term "pre
vailing party" means any person the court 
may in its discretion determine to have be
fore that court prevailed substantially on 
the merits, notwithstanding the pendency 
of any appeal. 

UP AMENDMENT 2042 

(Purpose: To prohibit the withdrawal of 501 
(c) (3) status from a private elementary 
or secondary school on the grounds of 
racial discrimination absent a judicial de
termination of such discrimination) 

The assistant legislative clerk read as 
follows: 

The Senator from North Carolina (Mr. 
HELMS) proposes an unprinted amendment 
numbered 2042. 

At the appropriate place in the bill, insert 
the following new section: 
SEC. . ADMINISTRATION OF SECTION 50l(c) 

(3) IN PRIVATE SCHOOLS 
In the administration of section 501(c) (3) 

of the Internal Revenue Code of 1954, pri
vate elementary and secondary schools which, 
on the date of enactment of this Act, are 
recognized as tax exempt shall be presum~d 
to have racially nondiscriminatory policies 
unless found to be discriminatory by a final 
decision of a Federal or State court of com
petent Jurisdiction. 

Mr. MUSKIE. Mr. President, I yield 4 
minutes to the distinguished Senator 
from Iowa. 

UP AMENDMENT 2043 

Mr. CLARK. Mr. President, I send an 
amendment to the desk and ask that it 
be considered. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Iowa (Mr. CLARK) pro
poses an unprinted amendment numbered 
2043. 

Mr. CLARK. I ask unanimous consent 
that reading of the amendment be dis
pensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as fallows: 
Title V of the committee substitute to the 

bill (regarding other tax provisions) ls 
amended by adding the following new sec
tion: 
SEC. . SUBORDINATION OF SPECIAL LIENS FOR 

ADDITIONAL ESTATE TAX ATTRmUTA
BLE TO FARM, ETC., VALUATION. 

(a) Section 6325 (relating to release of 
lien) ls amended by striking subsection (d) 
and by inserting a new subsection ( d) to read 
as follows: 

"(d) SUBORDINATION OF LIEN.-SUbject to 
such regulations as the Secretary may pre
scribe, the Secretary may issue a certificate 
of subordination-

" ( 1) of any lien imposed by this chapter 
upon any part of the property subject to 
such lien if-

" ( i) there is paid over to the Secretary 
an amount equal to the amount of the lien 
or interest to which the certificate subordi
nates the lien of the United States, or 

" ( 11) the Secretary believes that the 
amount realizable by the United States from 
the property to which the certificate relates, 
or from any other property subject to the 
lien, wlll ultimately be increased by reason 
of the issuance of such certificate and that 
the ultimate collection of the tax liab111ty 
will be facilitated by such subordination. 

"(2) notwithstanding paragraph (1), of 
any lien imposed by section 6324B upon any 
part of the property subject to such lien, 
if the Secretary determines that the United 
States will be adequately secured after such 
subordination,". 

(b) The amendments made by this sec
tion shall be effective with respect to dece
dents who have died after December 31, 1976. 

Mr. CLARK. Mr. President, this 
amendment expands the authority of the 
Internal Revenue Service, under section 
6325 of the Internal Revenue Code, to 
subordinate tax liens arising as a result 
of a special estate tax valuation election 
under section 2032A, provided that the 
United States remains adequately se
cured following the subordination. 

Congress, in 1976, recognized the po
tentially disabling burden imposed by 
estate taxes on many estates comprised 
largely of family farms when these farm 
properties are valued under normal 
estate tax valuation rules. In adding sec
tion 2032A to the Internal Revenue Code, 
we affirmed our commitment to permit
ting family members to continue opera
tion of their farms from generation to 
generation by providing for special use 
valuation in situations where the family 
members actually continue operation of 
the farm. 

Section 2032A requires that the family 
members inheriting specially valued 
farm property continue the farming use 
for a period of 15 years following the 
death of the farmer in order to qualify 
for the lower special use valuation. 
Should these heirs cease to use the prop
erty as a farm, or dispose of it outside 
of the family, within that period, an 
additional estate tax is imposed. Nor
mally, this additional tax is an amount 
equal to the tax originally saved by the 
farmer's estate. 
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The United States is secured during 

this 15-year period by a first lien on the 
farm property in an amount equal to the 
potential additional tax liability. Gen
erally, the farm family has equity in their 
land far exceeding the amount of ad
ditional estate tax potentially due. 
Further, the farm property subject to 
this tax lien is of ten the only asset owned 
by the family which has a value sufficient 
to be used as security for their credit 
needs. However, code section 6324B 
which imposes the lien, and section 6325 
which provides for subordination of all 

. tax liens in certain cases, do not allow 
release or subordination of this special 
lien in many cases in which farm fam
ilies legitimately need credit. 

As a result, many farm families are ex
periencing difficulty obtaining much 
needed credit where the need is not re
lated to the operation of the farm it
self. This is particularly true since the 
Federal land bank system provides a 
large majority of the credit extended to 
farmers, and the land banks are required 
by the Farm Credit Act of 1971 to make 
only loans secured by a first lien on in
terests in real property. 

Without mv amendment to section 
6325, many farm families will be forced 
unnecessarily either to forego the relief 
intended for them by our passage of 
section 2032A or to be eliminated from 
the credit market. 

Mr. President, the amendment has the 
support of the Treasury. The Committee 
on Joint Taxation says there is no rev
enue effect. I have cleared the amend
ment with both managers of the bill and 
others and I ask for its immediate con-

. sideration. 
I move the adoption of the amendment. 
Mr. PROXMIRE. Mr. President, did 

the Senator say there is no revenue loss 
at all, or there is no revenue loss in 
1979? 

Mr. CLARK. There is no revenue loss. 
The only circumstance under which. ac
cording to the joint committee, there 
would be any loss would be if the joint 
committee made any misassurnption of 
the subordinate lien. 

Mr. PROXMIRE. Is there a specific 
beneficiary, one firm or a number of 
firms? 

Mr. CLARK. There is not. 
Mr. PROXMIRE. One industry? 
Mr. CLARK. There is not. 
Mr. PROXMIRE. And no revenue 

loss? 
Mr. CLARK. That is correct. 
Mr. METZENBAUM. Will the Senator 

yield for a question? 
Mr. CLARK. Yes. 
Mr. METZENBAUM. Let us assume 

there is a mistake that involves $5 mil
lion. Do I understand that under this 
amendment. the Treasury could be put 
in a subordinate position if the executor 
wanted to make a loan of $2.5 million? 

Mr. CLARK. No1 what would happen 
is that, under the law passed 2 years 
ago. we said that in order to keep people 
farming, we would allow those who 
farmed that land for a period of 15 years 
to be taxed at the use rate rather than 

the commercial rate, which would be 
higher. In order to be sure that the Gov
ernment would be secure in its position 
under the law, they would have first lien 
on that property. The problem with that 
is that if the farmer wants to go out and 
borrow money, let us say, from a land 
bank, the land bank is forbidden from 
lending them money, because they can
not have the first lien. IRS advised us 
that as long as they can be certain of 
their security on the entire difference as 
to taxes, they are willing to take a sub
ordinate position so that that farmer 
can make regular commercial loans. In 
fact, Treasury suggested that we off er 
the amendment. 

I move the adoption of the amend
ment. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment. 

The amendment was agreed to. 
AMENDMENT NO. 3844 

Mr. CLARK. Mr. President, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The assistant legislative clerk read as 
follows: 

The Sena.tor from Iowa (Mr. CLARK) pro
poses a.n amendment numbered 3844. 

Mr. CLARK. I ask unanimous consent 
that further reading of the amendment 
be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 383, between lines 8 and 9, insert 

the following new section: 
SEC. 510. EXTENSION OF OPTIONAL SMALL TAX 

CASE PROCEDURES AND EXPANSION 
OF AUTHORITY OF COMMISSIONERS 
OF THE TAX COURT. 

(a.) IN GENERAL.-Subsection (a.) of sec
tion 7463 of the Internal Revenue Code of 
1954 (relating to small tax cases) is a.mended 
by striking out paragraphs (1) and (2) and 
inserting in lieu thereof the following: 

"(1) $5,000 for any one taxable year, in 
the case of the taxes imposed by subtitle 
A, 

"(2) $5,000, in the case of the tax im
posed by chapter 11, or 

"(3) $5,000 for any one calendar year, in 
the case of the tax imposed by chapter 
12,". 
( b) CONFORMING AMENDMENTS.-

( 1) The heading of section 7463 of such 
Code is amended by striking .out "$1,500" 
and inserting in lieu thereof "$5,000". 

(2) The table of sections for part II of 
subchapter C of chapter 76 of such Code is 
amended by striking out "$1,500" in the 
item relating to section 7463 and inserting 
in lieu thereof $5,000". 

(c) Section 7463 of the Internal Revenue 
Code of 1954 (relating to small tax cases) 
is a.mended by adding ait the end thereof 
the following new subsection: 

"(g) COMMISSIONERS.-The chief judge of 
the Tax Court may assign proceedings con
ducted under this section to be heard by 
the commissioners of the court, and the 
court may authorize a commissioner to make 
the decision of the court with respect to any 
such proceeding, subject to such conditions 
and review as the court may by rule pro
vide.". 

/ 

(d) Subsection (a.) of section 7456 of the 
Internal Revenue Code of 1954 (relating to 
the administration of oaths and testimony) 
is amended-

( 1) by striking out "any judge of the Tax 
Court" each place it appears and inserting 
in lieu thereof "any judge or coIDinissioner 
of the Tax Court"; and 

(2) by striking out ''by the judge" and 
inserting in lieu thereof "by the judge or 
commissioner". 

(e) The amendments made by section 510 
(a) of this Act shall take effect on the first 
day of the first calendar month beginning 
more than 180 days after the date of the 
enactment of this Act. 

(f) The amendments made by section 510 
(c) and (d) of this Act shall take effect on 
the date of the enactment of this Act. . 

Mr. CLARK. Mr. President, this 
amendment would expand the present 
small tax case procedure of the Tax 
Court involving income, estate or gift 
tax deficiencies of less than $1,500. These 
cases are, at the taxpayers' option, con
ducted informally and neither the tax
payer nor the ms may appeal the de
cision. Typically these small tax cases 
are tried by Commissioners appointed 
by the chief judge of the Tax Court, who 
file written reports of their findings and 
conclusions of law which serve as the 
basis of the decision, which is made by 
the chief judge. 

This amendment would extend these 
optional small tax case procedures to 
additional taxpayers by increasing the 
jurisdictional amount from $1,500 to 
$5,000. It would, in addition, make cer
tain changes relating to the authority of 
Commissioners, specifically authorizing 
them to administer oa-ihs, issue sub
penas, examine witnesses, prepare re
ports and make decisions in such cases. 
Increasing the jurisdictional amount 
would permit more taxpayers to take ad
vantage of this expeditious and sim
plified procedure for handling tax dis
putes. In addition, it would provide a 
means of relieving the regular judges of 
part of an extremely heavY workload. 
Providing specific authority to Com
missioners to conduct proceedings in 
small tax cases and to file reports and 
make decisions with respect to such pro
ceedings will clarify current law and im
prove the administration of small tax 
cases. 

The small tax case procedures have 
worked well, and if expanded, can pro
vide even greater advantages to the liti
gation of small tax cases. 

In addition, it would provide a means 
for relieving the regular judges of part 
of an extremely heavY load. 

I move the adoption of the amend
ment. 

Mr. PROXMIRE. Did the Senator say 
the administration favors this? 

Mr. CLARK. They do, and the Tax 
Court does. 

Mr. PROXMIRE. There is no loss? 
Mr. CLARK. No loss. 
I move adoption of the amendment. 
The PRESIDING OFFICER. The ques-

tion is on agreeing to the amendment of 
the Senator from Iowa. 

The amendment (No. 3844) was agreed 
to. 
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Mr. LONG addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Louisiana. 
Mr. LONG. Mr. President, I yield my

self 2 minutes. 
UP AMENDMENT NO. 2044 

(Purpose: To make technical, clarifying, and 
correcting amendnlents to the Tax Reform 
Act of 1976) 

Mr. LONG. Mr. President, I am going 
to send to the desk the same amendment 
the Senator from Maine (Mr. HATHAWAY) 
sent to the desk. It is to add the language 
of the technical corrections to this bill. 

Now, the Senator put his amendment, 
it has already been agreed to as an 
amendment to the bill. It should be 
added to the committee substitute. 

I ask that this amendment be con
sidered as an amendment to the com
mittee substitute. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Louisiana (Mr. LONG) 
proposes an unprinted amendment num
bered 2044. 

The amendment is as follows: 
At the appropriate place in the committee 

amendment add the following new title: 

TITLE . TECHNICAL CORRECTIONS OF 
THE TAX REFORM ACT OF 1976 

SEC. TECHNICAL AMENDMENTS TO INCOME 
TAX PROVISIONS AND ADMINISTRA
TIVE PROVISIONS. 

(a) AMENDMENTS RELATING TO RETENTION 
OF PRIOR LAW FOR RETmEMENT INCOME 
CREDIT UNDER SECTION 37 ( e) .-

( 1) CLARIFICATION THAT SPOUSE UNDER AGE 
65 MU&T HAVE PUBLIC RETIREMENT SYSTEM IN
COME.-Paragraph (2) of section 37(e) (re
lating to election of prior law with respect 
to public retirement system income) is 
amended by striking out "who has not at
tained age 65 before the close of the taxable 
year" and inserting in lieu thereof "who has 
not attained age 65 before the close o! the 
~axable year (and whose gross income in
...:mdes income described in paragraph (4) 
(B))". 

(2) CLARIFICATION THAT QUALIFYING SERV
ICES MUST HAVE BEEN PERFORMED BY TAXPAYER 
OR SPOUSE.-Subparagraph (B) of section 
37(e) (4) (defining retirement income) is 
amended by inserting "and who performed 
the service., giving rise to the pension or an
nuity (or is the spouse of the individual who 
performed the services)" after "before the 
close of the taxable year". 

( 3) DISREGARD OF COMMUNITY PROPERTY 
LAws.-Subsection (e) of section 37 (relating 
to election of prior law with respect to public 
retirement system income) ls amended-

(A) by redesignating paragraph (8) as 
paragraph (9) and by inserting after para
graph (7) the following new paragraph: 

"(8) COMMUNITY PROPERTY LAWS NOT APPLI
CABLE.-In the case of a joint return, this 
subsection shall be applied without regard 
to community property laws.", 

(B) by striking- out "paragraph (8)"(A)" 
in paragraph (4) (B) and inserting in lieu 
thereof "paragraph (9) (A)"; and 

(C) by striking out "paragraph (8) (B)" in 
paragraph (5) (B) and inserting in lieu 
thereof "paragraph (9) (B) ". 

( 4) EFFECTIVE DATES.-
( A) The amendments made by paragraphs 

(1) and (2) shall apply to taxable years be
ginning after December 31, 1975. 

(B) The amendments made by paragraph 

(3) shall apply to taxable years beginning 
after December 31, 1977. 

(b) AMENDMENTS RELATING TO THE MINI
MUM TAX.-

( 1) SPECIAL RULES FOR MINIMUM TAX IN THE 
CASE OF SUBCHAPTERS CORPORATIONS AND PER
SON AL HOLDING COMPANIES.-

(A) Paragraph (1) of section 57(a) (relat
ing to adjusted itemized deductions) is 
amended by striking out "An amount" and 
inserting in lieu thereof "In the case of an 
individual, an amount". 

(B) The last sentence of section 57(a) 
(relating to items of tax preference) is 
amended by striking out "Paragraphs ( 1), 
(3), and" and inserting in lieu thereof 
"Paragraphs (3) and". 

(C) Subsection (i) of section 58 (defining 
corporation) is amended by striking out "Ex
cept as provided in subsection (d) (2), for 
purposes of this part" and inserting in lieu 
thereof "For purposes of this part ( other 
than section 57(a) (9)) ". 

(2) DIVISION OF $10,000 AMOUNT AMONG 
MEMBERS OF CONTROLLED GROUPS .-Subsection 
(b) of section 58 (relating to members of 
controlled groups) is amended to read as 
follows: 

"(b) MEMBERS OF CONTROLLED GROUPS.-In 
. the case of a controlled group of corpora
tions ( as defined in section 1563 (a) ) , the 
$10,000 amount specified in section 56 shall 
be divided among the component members 
of such group in proportion to their respec
tive regular tax deductions (within the 
meaning of section 56(c)) for the taxable 
year." 

(3) COMPUTATION OF ADJUSTED ITEMIZED 
DEDUCTIONS IN THE CASE OF ESTATES AND 
TRUSTs.-Paragraph (2) of section 57(b) (re
lating to computation of adfusted itemized 
deductions in the case of estates and trusts) 
is amended to read as follows: 

"(2) SPECIAL RULES FOR ESTATES AND 
TRUSTS.-

"(A) IN GENERAL.-In the case of an estate 
or trust, for purposes of para~raph ( 1) of 
subsection (a), the amount of the adfusted 
itemized deductions for any taxable year is 
tbe amount by which the sum of the deduc
tions for the taxable year other than-

" ( 1) the deductions allowable in arriving 
at adjusted gross income, 

"(11) the deduction for personal exemption 
provided by section 642 (b), 

"(iii) the deduction for casualty losses 
described in section 165(c) (3), 

"(iv) the deductions allowable under sec
tion 651(a) , 661(a), or 691(c), and 

"(v) t_he deductions allowable to a trust 
under section 642(c) to the extent that a cor
responding amount is included in the gross 
income of the beneficiary under section 662 
(a) (1) for the taxable year of the beneficiary 
with wMch or within which the taxable year 
of the trust ends, 
exceeds 60 percent (but does not exceed 100 
percent) of the ad lusted gross income of the 
estate or trust for the . taxable year. 

"(B) DETERMINATION OF ADJUSTED GROSS 
INCOME.-For purposes of this paragraph, the 
ad lusted gross income of an estate or trust 
shall be computed in the same manner as in 
the case of an individual, except that-

" (i) the deductions !or costs paid or in
curred in connection with the administration 
of the estate or trust, and 

"(11) to the extent provided in subpara
graph (C), the deductions under section 
642(c), 
shall be treated as allowable in arriving at 
adjusted gross income. 

"(C) TREATMENT OF CERTAIN CHARITABLE 
coNTRmUTioNs.-For purposes o! this para
graph, the following deductions under sec
tion 642(c) (relating to deductions for 
amounts paid or permanently set aside for 
charitable purposes) shall be treated as de-

ductions allowable in arriving at adjusted 
gross income: 

" (i) deductions allowable to an estate, 
"(ii) deductions allowable to a trust all of 

the unexpired interests in which are devoted 
to one or more of the purposes described in 
section 170(c) (2) (B), 

"(iii) deductions allowable to a trust which 
is a pooled income fund within the meaning 
of section 642 (c) (5), 

"(iv) deductions allowable to a trust which 
are attributable to transfers to the trust 
before January 1, 1977, and 

" (v) deductions allowable to a trust , all of 
the income interest of which is devoted sole
ly to one or more of the purposes described 
in section 170(c) (2) (B), which are attrib
utable to transfers pursuant to a will or 
pursuant to an inter vivos trust in which the 
grantor had the power to revoke at the date 
of his death." 

( 4) SEC'IION 691 ( C) DEDUCTION NOT TAKEN 
INTO ACCOUNT FOR DETERMINING ADJUSTED 
ITEMIZED DEDUCTIONS.-Paragraph (1) o! sec
tion 57 (b) is amended by striking out "and" 
at the end of subparagraph (C), by insert
ing "and" at the end of subparagraph (D), 
and by inserting after subparagraph (D) the 
following new subparagraph: 

" (E) the deduction allowable under sec
tion 691(c) ,". 

( 5) ALLOCATION OF ITEMS OF TAX PREFERENCE 
IN THE CASE OF ESTATES AND TRUSTS.-Para
graph (1) of section 58(c) (relating to 
estates and trusts) 1s amended by striking 
out "on the basis of the income of the 
estate or trust allocable to each" and insert
ing in lieu thereof "in accordance with regu
lations prescribed by the Secretary". 

(6) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect as 
if included in the amendments made by sec
tion 301 of the Tax Reform Act o! 1976. 

(c) SICK PAY.-
(1) IN GENERAL.-Section 105(d) ls amend

ed by striking out paragraphs (4) and (6), 
by redesignating paragraph (5) as paragraph • 
(4) and paragraph (7) as paragraph (6), and 
by inserting after paragraph (4) the follow
ing new paragraph: 

" ( 5) SPECIAL RULES FOR MARRIED COUPLES.
" (A) MARRIED COUPLE MUST FILE JOINT RE• 

TURN.-Except in the case of a husband and 
wife who live apart at all times during the 
taxable year, if the taxpayer ls married at 
the close of the taxable year, the exclusion 
provided by this subsection shall be allowed 
only if the taxpayer and his spouse file a 
joint return for the taxable year. 

"(B) APPLICATION OF PARAGRAPHS (2) AND 
<a> .-In the case of a joint return-

"(!) paragraph (2) shall be applied sepa
rately with respect to each spouse, but 

"(11) paragraph (3) shall be applied with 
respect to their combined adjusted gross 
income. 

"(C) DETERMINATION OF MARITAL STATUS.
For the purposes of this subsection, marital 
status shall be determined under section 143 
(a). 

"(D) JOINT RE.TURN DEFINED.-For purposes 
of this subsection, the term 'joint return' 
means the joint return of a husband and 
wife made under section 6013." 

(2) CONFORMING AMENDMENTS.-
(A) Subsection (c) (3) of section 505 of 

the Tax Reform Act of 1976 (relating to dis
ability retirement) ls amended by striking 
out "section 105 ( d) ( 5)" and inserting ln lieu 
thereof "section 105(d) (4) ". 

(B) Subsection (c) and (e) (1) of section 
301 of the Tax Reduction and Simplification 
Act of 1977 (relating to effective date of 
changes in the exclusion for sick pay) are 
each amended by striking out "section 105 
(d) (7)" and inserting in lieu thereof "sec
tion 105(d) (6) ". 

(3) EFFECTIVE DATE.-
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(A) The amendments made by paragraphs 

( 1) and (2) (A) shall take effect as if in
cluded in section 105(d) of the Internal 
Revenue Code of 1954 as such section was 
amended by section 505 (a) of the Tax Re
form Act of 1976. 

(B) The amendments made by paragraph 
(2) (B) shall take effect as if included in 
section 301 of the Tax Reduction and 
Simplification Act of 1977. 

(d) NET OPERATING LoSSES.-
(1) AMENDMENT OF SECTION 172(b) (1) (B).

The second sentence of subparagraph (B) of 
section 172(b) (1) (relating to years to which 
net operating losses may be carried) is 
amended by striking out "and (F)" and in
serting in lieu thereof" (F), and (G) ". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply to losses 
incurred in taxable year ending after De
cember 31, 1975. 

(e) EFFECTIVE DATE FOR FISCAL YEAR TAX• 
PAYER FOR CONSTRUCTION PERIOD INTEREST 
AND TAXES.-Paragraph (1) of section 201 (c) 
of the Tax ~form Act of 1976 is amended 
to read as follows: 

" ( 1) in the case of nonresidential real 
property if the construction period begins 
on or after the first day of the first taxable 
year beginning after December 31, 1975.". 

(f) CLARIFICATION OF PROVISIONS PROVID
ING TAX INCENTIVES TO ENCOURAGE THE PRES· 
ERVATION OF HISTORIC STRUCTURES.-

( 1) DEFINITION OF CERTIFIED HISTORIC 
STRUCTUREs.-Subsection (d) of section 191 
(relating to amortization of certain re
habilitation expenditures for certified his
toric structures) is amended by redesignating 
paragraphs (2) and (3) as paragraphs (3) 
and (4), respectively, and by striking out 
paragraph ( 1) and inserting in lieu thereof 
the following new paragraphs: 

" ( 1) CERTIFIED HISTORIC STRUCTURE.-The 
term 'certified historic structure' means a 
building or structure which is of a character 
subject to the allowance for depreciation 
provided in section 167 and which-

"(A) is listed in the National Register, or 
"(B) ls located in a registered historic dis

trict and ls certified by the Secretary of the 
Interior to the Secretary as being of his
toric significance to the district. 

"(2) REGISTERED HISTORIC DISTRICT.-The 
term 'registered historic district' means

" (A) any district listed in the National 
Register, and 

"(B) any distrlct-
"(l) which is designated under a statute 

of the appropri<1.te State or local government, 
if such statute is certified by the Secretary 
of the Jnterior to the Secretary as contain
ing criteria which will substantially achieve 
the purpose of preserving and rehab111tating 
buildings of historic significance to the dis
trict, and 

"(ii) which is certified by the Secretary 
of the Jnterior to the Secretary as meeting 
substantially all of the requirements for the 
listing of districts in the National Register." 

(2) AMENDMENT OF CROSS REFERENCES.
Subsection (g) of section 191 (relating to 
cross references) ls amended to read as fol
lows: 

"(g) CROSS REFERENCES.-
"(!) For rules relating to the listing of 

buildings, structures, and historic districts 
in the National Register, see the Act entitled 
'An Act to establish a program for the preser
vation of additional historic properties 
throughout the Nation, and for other pur
poses', approved October 15, 1966 (16 U.S.C. 
470 et seq.). 

"(2) For special rules with respect to cer
tain gain derived from the disposition of 
property the adjusted basis of which is deter
mined with regard to this section, see sec
tions 1245 and 1250." 

(3) SPECIAL RULES FOR RECAPTURE OF AMOR
TIZATION DEDUCTION.-

(A) Paragraph (2) of section 1245(a) (re
lating to gain from dispositions of certain 
depreciable property) ls amended-

(1) by striking out "190, or 191" the first 
place it appears and inserting in lieu thereof 
"or 190" and 

(ii) by striking out "190, or 191" the sec
ond and third place it appears and inserting 
in lieu thereof "190, or (in the case of prop
erty described in paragraph (3) (C)) 191". 

(B) Subparagraph (D) of section 1245(a) 
(3) (relating to gain from dispositions of cer

tain depreciable property) is amended by 
striking out "190, or 191" and inserting in 
lieu thereof "or 190". 

(C) Paragraph (3) of section 1250(b) 
(relating to depreciation adjustments) is 
amended by striking out "190 or 191" and 
inserting in lieu thereof "or 190". 

(D) Paragraph (2) of section 57(a) (relat
ing to items of tax preference) is amended 
by inserting "or 191" after "167(k) ". 

(E) Paragraph (4) of section 1250(b) (re
lating to definition of additional deprecia
tion) is amended-

(!) by inserting "or amortization" after 
"depreciation" the second and third places it 
appears, and 

(ii) by inserting "or 191" after "167(k)" 
each place it appears. 

(4) STRAIGHT LINE METHOD IN CERTAIN 
cAsEs.-Subsection (n) of section 167 is 
amended to read as follows: 

"(n) STRAIGHT LINE METHOD IN CERTAIN 
CASES.-

"(!) IN GENERAL.-In the case of any prop
erty in whole or in part constructed, recon
structed, erected, or used on a site which 
was, on or after June 30, 1976, occupied by a 
certified historic structure ( or by any struc
ture in a registered historic district) which 
is demolished or substantially altered after 
such date-

"(A) subsections (b), (j), (k), and (1) 
shall not apply, and 

"(B) the term 'reasonable allowance' as 
used in subsection (a) means only an al
lowance computed under the straight line 
method. 
The preceding sentence shall not apply if 
the last substantial alteration of the struc
ture is a certified rehab111tation. 

"(2) EXCEPTIONS.-The limitations im
posed by this subsection shall not apply

" ( A) to personal property, and 
"(B) in the case of demolition or sub

stantial alteration of a structure located in 
a registered historic district, if the Secre
tary of the Interior certified to the Secre
tary-

"(i) before the beginning of the demoli
tion or substantial alteration of such struc
ture that such structure-

.. (I) is not a certified historic structure, 
and 

"(II) is not of historic significance to the 
district; or 

"(ii) after the beginning of the demoli
tion or substantial alteration of such struc
ture, that-

"(!) such structure was not a certified 
historic structure, 

"(II) such structure was not of historic 
significance to the district, and 

"(III) the taxpayer has certified to the 
Secretary that, at the time of such demoli
tion or substantial alteration, he in gOOd 
faith was not aware of any certification re
quirement under this subparagraph. 

"(3) DEFINITIONS.-For purposes of this 
subsection, the terms 'certified historic struc
ture', 'registered historic district', and 'certi
fied rehabilitation' have the respective mean
ings given such terms by section 191 (d) ." 

(5) DEMOLITION OF CERTAIN HISTORIC STRUC· 
TUREs.-Subsection (b) of section 280B (re
lating to special rule for registered historic 
districts) is amended to read as follows: 

"(b) SPECIAL RULE FOR REGISTERED HISTORIC 
Di:sTR:ICTs.-For purposes of this section, any 
building or other structure located in a regis
tered historic district ( as defined in section 
191 (d) (2)) shall be treated as a certified his
toric structure unless the Secretary of the 
Interior has certified-

" ( 1) before the beginning of the demoli
tion or substantial alteration of such struc
ture that such structure-

.. (A) is not a certified historic structure, 
and 

" ( B) is not of historic significance to the 
district; or 

"(2) after the beginning of the demolition 
or substantial alteration of such structure, 
that-

"(A) such structure was not a certified 
historic structure, 

"(B) such structure was not of historic 
significance to the district, and 

"(C) the taxpayer has certified to the Sec
retary that, at the time of such demolition 
or substantial alteration, he in good faith 
was not aware of the certification require
ment under this subparagraph.". 

(6) SUBSTANTIALLY REHABILITATED HISTORIC 
PROPERTY.-

(A) Paragraph (1) of section 167(0) (re
lating to substantially rehabilitated historic 
property) is amended by inserting "(other 
than property with respect to which an 
amortization deduction has been allowed to 
the taxpayer under section 191)" after "sub
stantially rehabilitated historic property". 

(B) Paragraph (2) of section 167(0) is 
amended by striking out "section 191 (d) (3)" 
and inserting in lieu thereof "section 191 
(d) (4) ". 

(7) AMORTIZATION ALLOWABLE TO PERSONS 
WITH CERTAIN LEASE INTERESTS.-Section 191 
(f) (relating to treatment of life tenants and 
remaindermen) is amended to read as fol
lows: 

"(f) SPECIAL RULES FOR CERTAIN INTER· 
ESTS.-

"(1) LIFE TENANT AND REMAINDERMAN.-!n 
the case of property held by one person for 
life with remainder to another person, the 
deduction under this section shall be com
puted as if the life tenant were the absolute 
owner of the property and shall be allowable 
to the life tenant. 

"(2) CERTAIN LESSEES.-
"(A) IN GENERAL.-In the case of a lessee of 

a certified historic structure who has ex
pended amounts in connection with the cer
tified rehabilitation of such structure which 
are properly chargeable to capital account, 
the deduction under this section shall be 
allowable to such lessee with respect to such 
amounts. 

"(B) AMORTIZABLE BASIS.-For purposes of 
sub3ection (a), the amortizable basis of such 
lessee shall not exceed the sum of the 
amounts described in subparagraph (A). 

"(C) LIMITATION.-Subparagraph (A) shall 
apply only if on the date of the certified re
habilitation is completed, the remaining term 
of the lease (determined without regard to 
any renewal periods) extends-

" (I) beyond the last day of the useful life 
(determined without regard to this section) 
of the improvements for which the amounts 
described in subparagraph (A) were ex
pended, and 

"(ii) for not less than 30 years.". 
(4) EFFECTIVE DATE.-The amendments 

made by this subsection shall take effect as 
if included in the respective provisions of the 
Internal Revenue Code of 1954 to which such 
amendments relate, as such provision were 
added to such Code, or amended, by section 
2124 of the Tax Reform Act of 1976. 

(g) FOREIGN CONVENTIONS.-
( 1) DEDUCTIONS NOT DISALLOWED TO 

EMPLOYER WHERE EMPLOYEE INCLUDES 
AMOUNTS IN GROSS INCOME.-Subparagraph 
(D) of section 274(h) (6) (relating to appli
cation of subsection to employer as well as 
to traveler) is amended to read as follows: 

"(D) 8uBSECTION TO APPLY TO EMPLOYER AS 
WELL AS TO TRAVELER.-

" ( i) Except as provided in clause (11), 
this subsection shall apply to deductions 
otherwise allowable under section 162 or 212 
to any person, whether or not such person is 
the individual attending the foreign conven
tion. For the purposes of the preceeding sen-
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tence such person shall be treated, with 
respect to each individual, as having selected 
the same 2 foreign conventions as were 
selected by such individual. 

"(11) This subsection shall not deny a 
deduction to any person other than the in
dividual attending the foreign convention 
with respect to any amount paid by such 
person to or on behalf of another person if 
includible in the gross income of such other 
person. The preceding sentence shall not 
apply if such amount is required to be 
included in any information return filed by 
such person under part III of subchapter A 
of chapter 61 and is not so included.". 

(2) INDIVIDUALS RESIDING IN FOREIGN 
couNTRIEs.-Section 274(h) (6) is amended 
by adding at the end thereof the following 
new subparagraph: 

"(E) Individuals Residing in Foreign 
Countries.-For purposes of this subsection, 
in the case of an individual citizen of the 
United States who establishes to the satis
faction of the Secretary that he was a bona 
fide resident of a foreign country at the time 
that he attended a convention in such for
P,lgn country, such individual's attendance 
at such convention shall not be considered 
as attendance at a foreign convention.". 

(3) TECHNICAL AMENDMENT.-The first 
sentence of section 274 (h) (3) is amended 
by striking out "more than one-half" and 
inserting in lieu thereof "at least one-half". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to con
ventions beginning after December 31, 1976. 

(h) RENTAL OF FORMER PRINCIPAL RESI• 
DENCE.-

(1) IN GENERAL.-Subsection (d) of sec
tion 280A (relating to use of residence for 
personal purposes) is amended by adding at 
the end thereof the following new para
graph: 

"(3) RENTAL OF PRINCIPAL RESIDENCE.-
" (A) IN GENERAL.-For purposes of apply

ing subsection ( c) ( 5) to deductions alloca
ble to a qualified rental period, a taxpayer 
shall not be considered to have used a 
dwelling unit for personal purposes for any 
day during the taxable year which occurs 
before or after a qualified rental period de
scribed in subparagraph (B) (i), or before 
a qualified rental period described in sub
paragraph (B) (11), if with respect to such 
day such unit constitutes the principal resi
dence (within the meaning of section 1034) 
of the taxpayer. 

"(B) QUALIFIED RENTAL PERIOD.-For pur
poses of subparagraph (A), the term 'quali
fied rental period' means a consecutive pe
riod of-

"(1) 12 or more months which begins or 
ends in such taxable year, or 

"(11) less than 12 months which begins in 
such taxable year and at the end of which 
such dwelling unit is sold or exchanged, and 
for which such unit is rented to a person 
other than a member of the family (as de
fined in section 267(c) (4)) of the taxpayer, 
or is held for rental, at a fair rental." 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall take effect as 
if included in section 280A of the Internal 
Revenue Code of 1954, as such provision was 
added to such Code by section 601 (a) of the 
Tax Reform Act of 1976. 

(1) CLARIFICATION OF LAST SENTENCE OF 
SECTION 337(C) (2) .-

(1) IN GENERAL .-Subsection (c) of sec
tion 337 (relating to limitations on applica
tion of section 337) ls amended by striking 
out the last sentence of paragraph (2) and 
by adding at the end of such subsection 
the following new paragraph: 

"(3) SPECIAL RULE FOR AFFILIATED GROUP.
"(A) IN GENERAL.-Paragraph (2) shall not 

apply to a sale or exchange by a corpo
ration (hereinafter in this paragraph re
ferred to as the 'sell1ng corporation') if-

"(i) within the 12-month period begin
ning on the date of the adoption of a p!an 
of complete liquidation by the sell1ng cor-

poration, the selling corporation and ea.ch 
distributee corporation is completely liqui
dated, and 

"(11) none of the complete liquidations re
ferred to in clause (i) is a. liquidation with 
respect to which section 333 applies. 

.. (B) DEFINITIONS.-For purposes of sub
paragraph (A)-

"(1) The term 'distributee corporation' 
means a corporation in the chain of includ
ible corporations to which the selling corpo
ration or a. corporation above the selling cor
poration in such chain makes a distribution 
in complete liquidation within the 12-month 
period referred to in subparagraph (A) (1). 

"(ii) The term 'chain of includible corpo
rations' includes, in the case of any distribu
tion, any corporation which (at the time of 
such distribution) is in a chain of includible 
corporations for purposes of section 1504(a) 
(determined without regard to the exceptions 
contained in section 1504(b)). Such term in
cludes, where appropriate, the common par
ent corporation." 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to sales or ex
changes made pursuant to a plan of complete 
liquidation adopted after December 31, 1975 . . 

(j) CERTAIN TRANSACTIONS INVOLVING Two 
OR MORE INVESTMENT COMPANIES.- . 

(1) AMENDMENTS OF SECTION 368(a) (2) 

(F).-

(A) The first sentence of clause (111J of sec
tion 368(~) (2) (F) ls amended-

(!) by striking out "more than 50 percent" 
and inserting in lieu thereof "50 percent or 
more"; and 

(11) by striking out "more than 80 per
cent" and inserting in lieu thereof "80 per
cent or more.'' 

(B) The first sentence of clause (vi) of 
section 368(a) (2) (F) ls amended by striking 
out "ls not diversified within the meaning" 
and inserting in lieu thereof "does not meet 
the requirements". 

(C) The second sentence of such clause 
(vi) ls amended to read as follows: "If such 
investment company acquires stock of an
other corporation in a reorganization de
scribed in section 368(a) (1) (B), clause (1) 
shall be applied to the shareholders of such 
investment company as though they had ex
changed with such other corporation all of 
their stock in such company for stock having 
a fair market value equal to the fair market 
value of their stock of such investment com
pany immediately after the exchange." 

(D) Subparagraph (F) of section 368(a} 
(2) ls amended by adding at the end thereof 
the following new clauses: 

"(vil} For purposes of clauses (11) and 
(111), the term 'securities' includes obliga
tions of State and local governments, com
modity futures contracts, shares of regulated 
investment companies and real estate invest
ment trusts, and other investments consti
tuting a security within the meaning of the 
Investment Company Act of 1940 (15 U.S.C. 
80a-2 (36)) . 

" ( vm) In applying para.graph (3) of sec
tion 267(b) in respect of any transaction to 
which this subparagraph applies, the refer
ence to a personal holding company in such 
paragraph (3) shall be treated as including 
a reference to an investment company and 
the determination of whether a corporation 
is an investment company shall be made as 
of the time immediately before the transac
tion instead of with respect to the taxable 
year referred to in such paragraph (3) :" 

(2) EFFECTIVE DATES.-
(A) Except as provided in subparagraphs 

(B) and (C), the amendments made b:v 
paragraph ( 1) shall apply as if included in 
section 368(a) (2) (F) of the Internal Reve
nue Code of 1954 as added by section 2131 (a) 
of the Tax Reform Act of 19~6. 

(B) Clause (v111) of section 368(a) (2) (F) 
of the Internal Revenue Code of 1954 (as 
added by paragraph ( 1) ) shall apply only 
with respect to losses sustained after sep
tember 26. 1977. 

(C) Clause (vii) of section 368(a) (2) (F) 
of the Internal Revenue Code of 1954 (as 
added by paragraph ( 1) ) shall apply only 
with respect to transfers made a.fter Septem
ber 26, 1977. 

(k) AT RISK PROVISIONS.-
( 1} CLERICAL AMENDMENT TO EFFECTIVE 

DATE.-Subparagraph (A) of section 204(c} 
(3) of the Tax Reform Act of 1976 ls amend
ed by striking out "section 465 ( c) ( 1) (B)" 
and inserting in lieu thereof "section 465(c) 
(1) (C)". 

(2) CLARIFICATION OF SECTION 465 (d) .-Sub
section (d) of section 465 (defining loss for 
purposes of the a.t risk provisions) is amended 
by striking out "(determined without regard 
to this section)" and inserting in lieu thereof 
"(determined without regard to the first sen
tence of subsection (a))". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect on 
October 4, 1976. 

(1) AMENDMENTS RELATING TO USE OF AC· 
CRUAL ACCOUNTING FOR FARMING.-

( l) AUTOMATIC 10-YEAR ADJUSTMENT PERIOD 
FOR FARMING CORPORATIONS REQUmED TO USE 
ACCRUAL ACCOUNTING.-Paragraph (3) of sec
tion 447 (f) (relating to coordination with 
section 481) is amended-

(A} by striking out "(except as otherwise 
provided in such regulations)", and 

(B) by inserting " ( or the remaining taxable 
years where there is a stated future life of 
less than 10 taxable years)" after "10 taxable 
years". 

(2) AUTOMATIC 10-YEAR ADJUSTMENT FOR 
FARMING SYNDICATES CHANGING TO ACCRUAL AC• 
COUNTING.-If-

( A) a farming syndicate (within the mean
ing of section 464(c) of the Internal Revenue 
Code of 1954) was in existence on Decem
ber 31, 1975, and 

( B) such syndicate elects an accrual 
method of accounting (including the capita.1-
ization of preproductive period expenses de
scribed in section 4.47(b) of such Code} for a 
taxable year beginning before January 1, 1979. 
then such election shall be treated as having 
been made with the consent of the Secretary 
of the Treasury or his delegate and, under 
regulations prescribed by the Secretary of the 
Treasury or his delegate, the net amount of 
the adjustments required by section 481(a) 
of such Code to be taken into account by the 
taxpayer in computing taxable income shall 
be taken into account in ea.ch of the 10 tax
able years (or the remaining taxable yea.rs 
where there ls a stated future life of less than 
10 taxable years) beginning with the year of 
change. 

(3) EXTENDING FAMILY ATTRIBUTION TO 
SPOUSE IN THE FARMING SYNDICATE RULES.-

(A) Subparagraph (E} of section 464(c) (2) 
(defining farming syndicate) is amended by 
striking out "(within the meaning of section 
267(c) (4))" and inserting in lieu thereof "(or 
a spouse of any such member)". 

(B) Paragraph (2) of section 464(c) is 
amended by adding at the end thereof the 
following new sentence: "For purposes of 
subparagraph (E), the term 'family' has the 
meaning given to such term by section 267 
(c) (4}.'' 

( 4) EFFECTIVE DATE,-The amendments 
made by paragraphs (1) and (3) shall take 
effect as if included in section 447 or 464 
(as the case may be) of the Internal Revenue 
Code of 1954 at the time of the enactment 
of such sections. 

(m} EXTENSION OF CERTAIN PROVISIONS TO 
FOREIGN PERSONAL HOLDING COMPANIES.-

( 1) SECTION 465.-Subsectlon (a.) of sec
tion 465 (relating to deductions limited to 
amount at risk in case of certain activities) 
is amended-

(A) by striking out "In the case of a tax
payer ( other than a corporation which is 
neither an electing small business corpora
tion (as defined in section 1371(b}) nor a 
personal holding company ( as defined in 
section 542) ) engaged" and inserting in lieu 
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thereof "In the case of an individual en
gaged"; and 

(B) by adding at the end thereof the fol
lowing new sentence: "For purposes of this 
section, an electing small business corpora
tion ( as defined in section 1371 ( b) ) , a per
sonal holding company ( as defined in sec
tion 542) , and a foreign personal holding 
company ( as defined in section 552) shall 
be treated as an individual." 

(2) SECTION 189.-Subsection ta.) of sec
tion 189 (relating to amortization of real 
property construction period interest and 
taxes) is amended-

(A) by striking out "an electing small 
business corporation (within the meaning 
of section 1371 (b)), or personal holding com
pany (within the meaning of section 542) ,"; 
and 

(B) by adding at the end thereof the fol
lowing new sentence: "For purposes of this 
section, an electing small business corpora
tion (as defined in section 1371(b) ), a per
sonal holding company ( as defined in sec
tion 542) , and a foreign personal holding 
company ( as defined in section 552) shall 
be treated as an individual." 

(3) SECTION 280.-Subsection (a) of sec
tion 280 (relating to certain expenditures in
curred in production of films, books, records, 
or similar property) is amended-

(A) by striking out "Except in the case 
of a corporation (other than an electing 
small business corporation (as defined in 
section 1371(b)) or a personal holding com
pany (as defined in section 542)) and except" 
and inserting in lieu thereof "In the case of 
an individual, except"; and 

(B) by adding at the end thereof the fol
lowing new sentence: "For purposes of this 
section, an electing small business corpora
tion ( as defined in section 1371 (b) ) , a per
sonal holding company ( as defined in section 
542), and a foreign personal holding com
pany ( as defined in section 552) shall be 
treated as an individual.'' 

(4) EFFECTIVE DATES.-
(A) The amendments made by paragraph 

( 1) shall take effect as if included in the 
amendment made by section 204(a) of the 
Tax Reform Act of 1976. 

(B) The amendments made by paragraph 
(2) shall take effect as if included in the 
amendment made by section 201 (a) of the 
Tax Reform Act of 1976. 

(C) The amendments made by paragraph 
(3) shall take effect as if included in the 
the amendment made by section 210(a) of 
the Tax Reform Act of 1976. 

(n) DEFINITION OF CONDOMINIUM MAN
AGEMENT ASSOCIATION.-

(!) IN GENERAL.-Paragraph (2) of section 
528(c) (defining condominium management 
association) is amended by striking out "as 
residences" and inserting in lieu thereof "by 
individuals for residences". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply to tax
able years beginning after December 31, 1973. 

(0) DEFINITION OF PERSONAL HOLDING COM
PANY.-

(1) IN GENERAL.-The last sentence of sec
tion 542(a) (2) of the Internal Revenue Code 
of 1954 (relating to stock ownership require
ment) shall not apply in the case of an or
ganization or trust organized or created be
fore July l, 1950, if at all times on or after 
July 1, 1950, and before the close of the tax
able year such organization or trust has 
owned all of the common stock and at least 
80 percent of the total number of shares of 
all other classes of stock of the corporation. 

(2) EFFECTIVE DATE.-The provisions of 
paragraph (1) shall apply with resoect to 
taxable years beginning after December 31, 
1976. 

(p) SPECIAL RULE FOR GAIN ON PROPERTY 
TRANSFERRED TO TRUST AT LESS THAN FAIR 
MARKET VALUE. 

(1) ADDITIONAL TAX TO APPLY ONLY TO REC
OGNIZED GAINS.-

( A) IN GENERAL.-Subsections (a) (1), (a) 

(2), and (b) (1) of section 644 (relating to 
special rule for gain on property transferred 
to trust at less than fair market value) are 
each amended by striking out "gain realized" 
each place it appears and inserting in lieu 
thereof "gain recognized". 

(B) SPECIAL RULE FOR SUBSTITUTED BASIS 
PROPERTY.-Subsection (d) of section 644 
(relating to special rule for short sales) is 
amended to read as follows: 

"(d) SPECIAL RULES.-
" ( 1) SHORT SALES.-If the trust sells the 

property referred to in subsection (a) in a 
short sale within the 2-year period referred 
to in such subsection, and 2-year period shall 
be extended to the date of the closing of 
such short sale. 

"(2) SUBSTITUTED BASIS PROPERTY.-For 
purposes of this section, in the case of any 
property held by the trust which has a basis 
determined in whole or in part by reference 
to the basis of any other property which 
was transferred to the trust-

"(A) the initial transfer of such property 
in trust by the transferor shall be treated as 
having occurred on the date of the initial 
transfer in trust of such other property, 

"(B) subsections (a) (1) (B) and (b) (2) 
shall be applied by taking into account the 
fair market value and the adjusted basis of 
such other property, and 

"(C) the amount determined under sub
section (b) (2) with respect to such other 
property shall be allocated (under regula
tions prescribed by the Secretary) among 
such other property and all properties held 
by the trust which have a basis determined in 
whole or in part by reference to the basis 
of such other property." 

(2) TREATMENT OF NET OPERATING LOSSES, 
CAPITAL LOSSES, ETC., WHICH MAY AFFECT 
TRANSFEROR'S TAX IN OTHER YEARs.-section 
644(a) (2) (relating to additional tax on gain 
on property transferred to trust at less than 
fair market value) is amended by adding at 
the end thereof the following new sentence: 
"The determination of tax under clause (1) 
of subparagraph (A) shall be made by not 
taking into account any carryback, and by 
not taking into account any loss or deduc
tion to the extent that such loss or deduc
tion may be carried by the transferor to any 
other taxable year." 

(3) TECHNICAL AMENDMENT.-Paragraph 
(1) of section 644(f) is amended by striking 
out "subsection (a)" and inserting in lieu 
thereof "subsection (a) (other than the 2-
year requirement of paragraph (1) (A) 
thereof)". 

( 4) CONFORMING AMENDMENT TO REVISION 
OF SECTION 644.-Section 1402(b) (1) of the 
Tax Reform Act of 1976 (relating to hold
ing period for long-term capital gains treat
ment) is amended by striking out subpara
graph (K) thereof. 

(5) EFFECTIVE DATES.-
(A) Except as provided in subparagraph 

(B), the amendment made by this subsec
tion shall apply to transfers in trust made 
after May 21, 1976. 

(B) The amendment made by paragraph 
(4) shall take effect on October 4, 1976. 

(q) ALLOWANCE OF FOREIGN TAX CREDIT FOR 
ACCUMULATION DISTRIBUTIONS.-

( I) SPECIAL RULES FOR FOREIGN TRUST.
(A) Subsection (d) of section 665 is 

amended to read as follows: 
"(d) TAXES IMPOSED ON THE TRUST.-For pur
poses of this subpart-

" ( 1) IN GENERAL.-The term 'taxes imposed 
on the trust' means the amount of the taxes 
which are imposed for any taxable year of 
the trust under this chapter (without regard 
to this subpart or subpart A of part IV of 
subchapter A) and which, under regulations 
prescribed by the Secretary, are properly al
locable to the undistributed portions of dis
tributable net income and gains in excess of 
losses from sales or exchanges of capital as
sets. The amount determined in the preced
ing sentence shall be reduced by any 

amount of such taxes deemed distributed 
under section 666 (b) and (c) or 669 (d) 
and ( e) to any beneficiary. 

"(2) FOREIGN TRUSTS.-In the case of any 
foreign trust, the term •taxes imposed on the 
trust' includes the amount, reduced as pro
vided in the last sentence of paragraph (1), 
of any income, war profits, and excess profits 
tg,xes imposed by any foreign country or pos
se.ssion of the United States on such foreign 
trust which, as determined under paragraph 
( 1), are so properly allocable.'' 

(B) Section 667 is amended by adding at 
the end thereof the following new sub
section: 

"(d) SPECIAL RULES FOR FOREIGN TRUST.
" ( 1) FOREIGN TAX DEEMED PAID BY BENEFI

CIARY.-
.. (A) IN GENERAL.-In determining the in

crease in tax under subsection (b) (1) (D) 
for any computation year, the taxes described 
in section 665 (d) (2) which are deemed dis
tributed under section 666 (b) or (c) and 
added under subsection (b) (1) (C) to the 
taxable income of the beneficiary for any 
computation year shall, except as provided 
in subparagraphs (B) and (C), be treated 
as a credit against the increase in tax for 
such computation year under subsection 
(b) (1) (D). 

"(B) DEDUCTION IN LIEU OF CREDIT.-If the 
beneficiary did not choose the benefits of 
subpart A of part III of subchapter N with 
respect to the computation year, the bene
ficiary may in lieu of treating the amounts 
described in subparagraph (A) (without re
gard to subparagraph (C)) as a credit may 
treat such amounts as a deduction in com
puting the beneficiary's taxable income 
under subsection (b) (1) (C) for the com
putation year. 

"(C) LIMITATION ON CREDIT; RETENTION OP' 
CHARACTER.-

"(!) LIMITATION ON CREDIT.-For purposes 
of determining under subparagraph (A) the 
amount treated as a credit for any computa
tion year, the limitations under subpart A 
of part III of subchapter N shall be applied 
separately with respect to amounts added 
under subsection (b) (1) (C) to the taxable 
income of the beneficiary for such computa
tion year. For purposes of computing the in
crease in tax under subsection (b) (1) (D) for 
any computation year for which the bene
ficiary did not choose the benefits of subpart 
A of part Ill of subchapter N, the beneficiary 
shall be treated as having chosen such bene
fits for such computation year. 

"(11) RETENTION OF CHARACTER.-The items 
of income, deduction, and credit of the Trust 
shall retain their character (subject to the 
application of section 904(f) (5)) to the ex
tent necessary to apply this paragraph. 

.. (D) COMPUTATION YEAR.-For purposes of 
this paragraph, the term 'computation year' 
mea..ns any of the three taxable years remain
ing after application of subsection (b) (1) 
(B).''. 

(C) The last sentence of section 667(b) (1) 
is amended by inserting " ( other than the 
amount of taxes described in section 665(d) 
(2))" after "taxes". 

(2) RECAPTURE OF OVERALL FOREIGN LOSS.
Section 904 (f) ls amended by adding at the 
end thereof the fol wing new paragraph: 

" ( 5) ACCUMULATION DISTRmUTIONS OF FOR
EIGN TRUST.-For purposes of this chapter, in 
the case of amounts of income from sources 
without the United States which are treated 
under section 666 (without regard to subsec
tions (b) and (c) thereof if the taxpayer 
choose to take a deduction with respect to 
the amounts described in such subsections 
under section 667(d) (1) (B)) as having been 
distributed by a foreign trust in a preceding 
taxable year, that portion of such amounts 
equal to the amount of any overall foreign 
loss sustained by the beneficiary in a year 
prior to the taxable year of the beneficiary in 
which such distribution is received from the 
trust shall be treated as income from sources 
within the United States (and not income 
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from sources without the United States) to 
the extent that such loss was not used under 
this subsection in prior taxable years, or in 
current taxable year, against other income 
of the beneficiary.". 

(3) EFFECTIVE DATES . ...:_ 
(A) The amendments made by paragraph 

( 1) shall apply to distributions made in 
taxable years beginning after December 31, 
1975. 

(B) The amendments made by paragraph 
(2) shall take effect as if included in section 
904(f) of the Internal Revenue Code of 1954, 
as such provision was added to such Code 
by section 1032(a) of the Tax Reform Act 
of 1976. 

(r) RETENTION OF CHARACTER OF AMOUNTS 
DISTRIBUTED FROM ACCUMULATION TRUST TO 
NONRESIDENT ALIENS AND FOREIGN CORPORA
TIONS.-

( 1) IN GENERAL.-Section 667 (relating to 
treatment of amounts deemed distributed by 
trust in preceding years) is amended by add
ing at the end thereof the following new 
subsection: 

" ( e) RETENTION OF CHARACTER OF AMOUNTS 
DISTRIBUTED FROM ACCUMULATION TRUST TO 
NONRESIDENT ALIENS AND FOREIGN CORPORA
TIONS.-In the case of a distribution from 
a trust to a nonresident alien individual or 
to a foreign corporation, the first sentence 
of subsection (a) shall be applied as if the 
reference to the determination of character 
under section 662 (b) applied to all amounts 
instead of just to tax-exempted interest." 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph ( 1) shall apply to distributions 
made in taxable years beginning after De
cember 31, 1975. 

(S) LIMITATION ON ALLOWANCE OF PARTNER
SHIP IN THE CASE OF NONRECOURSE LOANS.-

(!) IN GENERAL.-Section 704(d) (relat
ing to limitation on allowance of partnership 
losses) is amended by striking out the last 
sentence and by adding the following at the 
end thereof: "The preceding sentence shall 
not apply with respect to any activity to the 
extent that section 465 (relating to limiting 
deductions to amounts at risk in case of cer
tain activities) applies, nor shall it apply to 
an activity involving the holding of real 
property ( other than mineral property). For 
purposes of the preceding sentence, the hold
ing of real property shall be treated as a 
separate activity and persor:al property and 
services which are incidental to making real 
property available as living accommodations 
shall be treated as part of the activity of 
holding such real property.". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph ( 1) shall apply to liabilities 
incurred after December 31, 1976. 

( t I EXEMPT INTEREST DIVIDENDS OF REGU
LATED INVESTMENT COMPANIES.-

( 1) TREATMENT OF TAX-EXEMPT INTEREST 
FOR PURPOSES OF THE 90-PERCENT AND 30-PER
CENT TESTs.-Subsection (b) of section 851 
(relating to limitations on the definition of 
regulated investment company) is amended 
by adding at the end thereof the following 
new sentence: "For purposes of paragraphs 
(2) and (3), amounts excludable from gross 
income under section 103 (a) ( 1) shall be 
treated as included in gross income." 

(2) LOSSES ATTRIBUTA1',E TO TAX-EXEMPT 
INTEREST WHERE STOCK IS HELD LESS THAN 3 1 
DAYs.-Paragraph (4) of section 852(b) (re
lating to loss on sale or exchange of stock 
held less than 31 days) is amended to read 
as follows: 

" ( 4) Loss ON SALE O'R EXCHANGE OF STOCK 
HELD LESS THAN 31 DAYS.-

" (A) Loss ATTRIBUTABLE TO CAPITAL GAIN 
DIVIDEND.-If-

" (i) under subparagraph (B) or (D) of 
paragraph (3) a shareholder of a regulated 
investment company is required, with re
spect to any share, to treat any amount as a 
long-term capital gain, and 

" (ii) such share is held by the taxpayer 
for less than 31 days, 

then any loss (to the extent not disallowed 
under subparagraph (B)) on the sale or 
exchange of such share shall, to the extent 
of the amount described in clause (i), be 
treated as a long-term capital loss. 

"(B) Loss A'ITRIBUTABLE TO EXEMPT-IN
TEREST DIVlDEND.-If-

" (i) a sharel:_lolder of a regulated invest
ment company receives an exempt-interest 
dividend with respect to any share, and 

•· (ii) such share is held by the taxpayer 
for less than 31 days, 
then any loss on the sale or exchange of such 
share shall, to the extent of the amount of 
such exempt-interest dividend, be dis
allowed. 

"(C) DETERMINATION OF HOLDING PERIODS.
For purposes of this paragraph, the rules of 
section 246(c) (3) shall apply in determining 
whether any share of stock has been held for 
less than 31 days; except that '30 days' shall 
be substituted for the number of days speci
fied in subparagraph (B) of section 246(c) 
(3) ." 

(3) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
yea.rs beginning after December 31, 1975. 

(U) AMENDMENTS RELATING TO REAL ESTATE 
INVESTMENT TRUSTS.-

( 1) ANNUAL ACCOUNTING PERIOD.-Section 
'859 (relating to adoption of annual account
ing period) , as redesigna ted by section 372 
( d) ( 6) of . the Act, is further amended to 
read as follows: 
"SEC. 859. ADOPTION OF ANNUAL ACCOUNTING 

PERIOD. 
"For purposes of this subtitle-
" ( ! ) a real estate investment trust shall 

not change to any accounting period other 
than the calendar year, and 

"(2) a corporation, trust, or association 
may not elect to be a real estate investment 
trust for any taxable year beginning after 
October 4, 1976, unless its accounting period 
is the calendar year. 
Paragraph (2) shall not apply to a co1')Pora
tion, trust, or association which was consid
ered to be a real estate investment trust for 
any taxable year beginning on or before Oc
tober 4, 1976." 

(2) AMENDMENT OF SECTION 856 (C) (3) .
Subparagraph (D) of section 856(c) (3) fs 

amended by inserting " ( other than gain from 
prohibited transactions)" after "and gain". 

(3) EXCISE TAX ON REIT UNDISTRIBUTED IN· 
COME.-

(A) Paragraph (3) of section 6501(e) (re
lating to limitations on assessment and col
lection) is amended by striking out "or 43" 
and inserting in lieu thereof "43, or 44". 

(B) Subsection (b) of section 1605 of the 
Tax Reform Act of 1976 (relating to tech
nical amendments) is amended by striking 
out paragraph ( 1) thereof. 

(C) Subparagraph (D) of section 1605(b) 
( 5) of the Tax Reform Act of 1976 is amend
ed to read as follows: 

"(D) by striking out 'of cha.pter 43 tax for 
the same taxable years,' in subsection (c) (1) 
and inserting in lieu thereof 'of chapter 43 
tax fo.r the same taxable year, of chapter 44 
tax for the same taxable year,'." 

(4) CORRECTION OF CROSS REFERENCE.-SUb
paragraph (B) of section 859(b) (2) is 
amended by striking out "section 6601 ( c) " 
and inserting in lieu thereof "section 
6601(b)". 

(5) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect on 
October 4, 1976. 

(V) AMENDMENTS RELATING TO TREATMENT 
OF FOREIGN INCOME.-

( 1) FOREIGN TAX CREDITS NOT DISALLOWED 
ON CERTAIN DISTRIBUTIONS MADE BY POSSES
SIONS CORPORATIONS.-

( A) IN GENERAL.-Paragraph (1) of section 
901(g) (relating to certain taxes paid with 
respect to distributions from possessions 
corporations) is amended to read as follows: 

"(1) IN GENERAL.-For purposes of this 

chapter, any tax of a foreign country or 
possession of the United States which is paid 
or accrued with respect to any distribution 
from a corporation-

" (A) to the extent that such distribution 
is attributable to periods during which such 
corporation is a possessions corporation, and 

"(B) (1) if a dividends received deduction 
is allowable with respect to such distribution 
under part VIII of subchapter B, or 

"(11) to the extent that such distribution 
is received in connection with a liquidation 
or other transaction with respect to which 
gain or loss is not recognized, 
shall not be treated as income, war profits, 
or excess profits taxes paid or accrued to a 
foreign country or possession of the United 
States, anci no deduction shall be allowed 
under this title with respect to any amount 
so paid or accrued." 

(B) DEFINITION OF POSSESSIONS CORPORA· 
TION.-Paragraph (2) of section 901(g) 
( defining possessions corporation) is 
amended-

(!) by striking out "or during which sec
tion 931" and inserting in lieu thereof 
", during which section 931", and 

(ii) by inserting before the period at the 
end thereof the following: ", or during 
which section 957(c) applied to such corpo
ration". 

(C) EFFECTIVE DATES.-The amendment 
made by subparagraph (A) shall apply as if 
included in section 901 (g) of the Internal 
Revenue Code of 1954 as added by section 
105l(d) (2) of the Tax Reform Act of 1976. 
The amendments made by subparagraph 
(B) shall apply to distributions made after 
the date of the enactment of this Act in 
taxable years ending after such date. 

(2) FOREIGN TAX CREDIT ADJUSTMENTS FOR 
CAPITAL GAINS.-

(A) IN GENERAL.-Paragraph (2) of section 
904(b) (relating to treatment of capital gains 
for purposes of the foreign tax credit limita
tion) is amended by striking out "For pur
poses of subsection (a)-" and inserting in 
lieu thereof "For purposes of this section-". 

(B) SOURCE , RULE.-Subparagraph (C) of 
section 904(b) (3) is amended by striking out 
"F.or purposes of this paragraph, there" and 
inserting in lieu thereof "There". 

(C) SOURCE RULE FOR LIQUIDATIONS OF CER
TAIN FOREIGN CORPORATIONS.-Paragraph (3) 
of section 904(b) (relating to source rules for 
gain from the sale of certain personal prop
erty) is amended by redesignating subpara
graph (D) as subparagraph (E) and by in
serting after ·subparagraph (C) the following 
new subparagraph : 

"(D) GAIN FROM LIQUIDATION OF CERTAIN 
FOREIGN CORPORATIONS.:...._Subparagraph (C) 
shall not apply with respect to a distribution 
in liquidation of a foreign corporation to 
which part II of subchapter C applies if such 
corporation derived less than 50 percent of 
its gross income from sources within the 
United States for the 3-year period ending 
with the close of such corporation's taxable 
year immediately preceding the year during 
which the distribution occurred." 

(D) EFFECTIVE DATE.-The amendments 
made by this paragraph shall apply to tax
able years beginning after December 31, 1975. 

(3) TREATMENT OF CERTAIN CAPITAL LOSS 
CARRYOVERS AND CARRYBACKS FOR PURPOSES OF 
THE LIMITATION ON CREDIT FOR FOREIGN 
TAXES.-

(A) IN GENERAL.--Clause (iii) of section 
904(2) (2) (A) (relating to treatment of capi
tal gains of corporations for purposes of the 
foreign tax credit limitation) is amended by 
striking out "any net capital loss" and in
serting in lieu thereof "for purposes of de
termining taxable income from sources with
out the United States, any net capital loss 
(and any amount which is a short-term cap
ital loss under section 1212(a)) ". 

(B) EFFECTIVE DATE.-The amendment 
made by subparagraph (A) shall apply to 
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taxable yea.rs beginning a.fter December 31 , 
1975. 

(4) TREATMENT OF CAPITAL LOSS CARRYOVERS 
FOR PURPOSES OF FOREIGN LOSS RECAPTURE.-

(A) IN GENERAL .-Subparagraph (A) of 
section 904 (f) (2) ( defining overall foreign 
loss) is amended by striking out "or :i.ny 
capital loss carrybacks and carryovers to 
3uch year under section 1212". 

(B) FOREIGN OIL RELATED LOSSES.-SUb
paragraph (A) of section 904(f) (4) (relating 
to determination of foreign oil related loss 
where section 907 applies) is amended by 
striking out "or any capital loss carrybacks 
and carryovers to such year under section 
1212". 

(C) EFFECTIVE DATE.-The amendments 
made by this paragraph shall apply-

( i) to overall foreign losses sustained in 
taxable years beginning after December 31, 
1975. and 

(it) to foreign oil related losses sustained 
in taxable years ending after December 31, 
1975. 

(5) EFFECTIVE DATE FOR RECAPl'URE OF FOR
EIGN OIL RELATED LOSSES.-

(A) IN GENERAL.-Paragraph (1) of sec
tion 1032 (c) of the Tax Reform Act of 
1976 is amended to read as follows: 

" ( 1) IN GENERAL.-Except as provided in 
paragraphs (2), (3), and (5), the amend
ment made by subsection (a) shall apply to 
losses sustained in taxable years beginning 
after December 31, 1975. The amendment 
made by subsection (b) (1) shall apply to 
taxable years beginning after December 31, 
1975. The amendment made by subsection 
(b) (2) shall apply to losses sust3ined in tax
able years ending after December 31, 1975." 

(B) FOREIGN OIL RELATED LOSSES.-Subsec
tion ( c) of section 1032 of the Tax Reform 
Act of 1976 is amended by adding at the end 
thereof the following new paragraph: 

" ( 5) FOREIGN OIL RELATED LOSSES.-The 
amendment made by subsection (a) shall 
apply to foreign oil related losses sustained 
in taxable years ending after December 31, 
1975." 

(6) TRANSITIONAL RULES FOR CERTAIN MIN
ING OPERATIONs.-The second sentence of 
paragraph (2) of section 1031(c) of the Tax 
Reform Act of 1976 is amended to read as 
follows: "In the case of a loss sustained in 
a taxable year beginning before January 1, 
1979, by any corporation to which this para
graph applies, if section 904(a) (1) of such 
Code (as in effect before the enactment of 
this Act) applies with respect to such tax
able year, the provisions of section 904(1) 
of such Code shall be applied with respect 
to such loss under the principles of such 
section 904(a) (1) ." 

(7) TRANSITIONAL RULES FOR RECAPTURE OF 
CERTAIN FOREIGN LOSSES.-

( A) COMPUTATION OF DEFICIT IN EARNINGS 
AND PROFITS FOR PURPOSES OF THE RECAPTURE 
OF CERTAIN FOREIGN LOSSES.-Paragraph (4) 
of section 1032{c) of the Tax Reform Act of 
1976 (relating to limitation based on deficit 
in earnings and profits for purposes of the 
recapture of foreign losses) is amended by 
adding at the end thereof the following new 
sentence: "For purposes of the preceding 
sentence, there shall be taken into account 
only earnings and profits of the corporatio.n 
which (A) were accumulated lu taxable years 
of the corporation beginning after Decem
ber 31, 1962, and during the period in which 
the stock of such corporation from which 
the loss arose was held by the taxpayer and 
(B) are attributable to such stock." 

(B) RECAPTURE OF POSSESSION LOSSES DUR
ING TRANSITIONAL PERIOD WHERE TAXPAYER IS 
ON A PER-COUNTRY BASIS.-

(1) Subsection (c) of section 1032 of the 
Tax Reform Act of 1976 (relati.ng to effective 
dates for recapture of foreign losses) is 
amended by adding at the end thereof the 
following new paragraph: 

"(6) RECAPTURE OF POSSESSION LOSSES DUR
ING TRANSITIONAL PERIOD WHERE TAXPAYER IS 
ON A PER-COUNTRY BASIS.-

" (A) APPLICATION OF PARAGRAPH.-This 
paragraph shall apply if-

" ( i) the taxpayer sustained a loss in a pos
session of the United States in a taxable 
year beginning after December 31, 1975, and 
before January 1, 1979, 

"(ii) such loss is attributable to a trade or 
business engaged in by the taxpayer in such 
possession on January 1, 1976, and 

"(iii) the taxpayer chooses to have the 
benefits of subpart A of part ill of subchap
ter N apply for such taxable year and section 
904(a) (1) of the Internal Revenue Code of 
1954 (as in effect before the enactment of 
this Act) applies with respect to such taxable 
year. 

"(B) No RECAPTURE DURING TRANSITION 
PERIOD.-In any case to which this paragraph 
applies, for purposes of determining the lia
bility for tax of the taxpayer for taxable years 
beginning before January 1, 1979, section 904 
(f) of the Internal Revenue Code of 1954 
shall not apply with respect to the loss de
scribed in subparagraph (A) (i) . 

"(C) RECAPTURE OF LOSS AFTER THE TRANSI· 
TION PERIOD.-In any case to which this para
graph applies-

" ( 1) for purposes of determining the lia
bility for tax of the taxpayer for taxable years 
beginning a.fter December 31 , 1978, section 
904(f) of the Internal Revenue Code of 1954 
shall be applied with respect to the loss de
scribed in subparagraph (A) (i) under t he 
i:rtnciples of section 904(a) (1) of such Code 
(as in effect before the enactment of this 
Act); but 

" (ii) in the case of any taxpayer and any 
possession, the aggregate amount to which 
such section 904(f) applies by reason of 
clause (1) shall not exceed the sum of the 
net incomes of all affiliated corporations from 
such possession for taxable years of such 
affiliated corporations beginning after De
cember 31, 1975, and before January 1, 1979. 

" (D) TAXPAYERS NOT ENGAGED IN TRADE OR 
BUSINESS ON JANUARY 1, 1976.-In any case 
to which this paragraph applies but for the 
fact that the taxpayer was not engaged in a 
trade or business in such possession on Janu
ary 1, 1976, for purposes of determining t he 
liab111ty for tax of the taxpayer fur taxable 
years beginning before January 1, 1979, if 
section 904(a) (1) of such Code (as in effect 
before the enactment of this Act) applies 
with respect to such taxable year, the provi
sions of section 904(f) of such Code shall be 
applied with respect to the loss described in 
subparagraph (A) (i) under the principles of 
such section 904 (a) ( 1) . 

.. (E) AFFILIATED CORPORATION DEFINED.-For 
purposes of subparagraph (C) (11), the term 
'affiliated corporation' means a corporation 
which, for the taxable year for which the net 
income is being determined was not a mem
ber of the same affiliated group (within the 
meaning of section 1504 of the Internal Reve
nue Code of 1954) as the taxpayer but would 
have been a member of such group but for 
the application of subsection (b) of such sec
tion 1504." 

(ii) Paragraph (3) of section 1031 (c) of the 
Tax Reform Act of 1976 is amended by strik
ing out the last sentence. 

(8) LIMITATIONS ON FOREIGN TAX CREDIT 
WHERE INDIVIDUAL HAS FOREIGN OIL AND GAS 
EXTRACTION INCOME.-

(A) REDUCTION IN FOREIGN TAX CREDIT FOR 
CERTAIN INDIVIDUALS HAVING FOREIGN OIL AND 
GAS EXTRACTION INCOME.-Subsection (a) (as 
amended by section 301(b) (14) of this Act) 
of section 907 (relating to special rules in case 
of foreign oil and gas income) is further 
amended to read as follows: 

" (a) REDUCTION IN AMOUNT . ALLOWED AS 
FOREIGN TAX UNDER SECTION 901.-In apply
ing section 901, the amount of any oll and 
gas extraction taxes paid or accrued ( or 

deemed to have been paid) during the tax
able year which would (but for this subsec
tion) be taken into account for purposes of 
section 901 shall be reduced by the amount 
(if any) by which the amount of such taxes 
exceeds the product of-

"(1) the amount of the foreign oil and 
gas extraction income for the taxable year, 

"(2) multiplied by-
.. (A) in the case of a corporation, the per

centage which is equal to the highest rate 
of tax under section 11, or 

"(B) in the case of an individual, a frac
tion the numerator of which is the tax 
against which the credit under sectior. 901 
(a) is taken and the denominator of which is 
the taxpayer's entire taxable income." 

(B) APPLICATION OF SECTION 904 SEPARATELY 
TO FOREIGN OIL RELATED INCOME OF INDIVID
t-ALS.-SU bsection (b ) of section 907 (relat
ing to application of section 904 limitation) 
is amended to read as follows: 

" (b) APPLICATION OF SECTION 904 LIMITA
TION.-The provisions of section 904 shall be 
applied separately with respect to-

"(1) foreign oil related income, and 
"(2) other taxable income." 
(C) TECHNICAL AMENDMENT.-Paragraph 

(4) of section 904 (f) (relating to recapture 
of overall foreign loss) is amended by strik· 
ing out "Jn the case of a corporation to 
which section 907(b) (1) applies" and in
serting in lieu thereof "In making the sepa
rate computation under this subsection with 
respect t o foreign oil related income which 
is required by section 907(b) ". 

(D) EFFECTIVE DATES.-
(i) The amendments made by this para

graph shall apply, in the case of individuals, 
to taxable years ending after December 31, 
1974, and, in the case of corporations, to tax
able years ending after December 31, 1976. 

(ii) In the case of any ta;xable year ending 
after December 31. 1975, with respect to for
eign oil related income (within the ·meaning 
of section 907(c) of the Internal Revenue 
Code of 1954), the overall limitation pro
vided by section 904 (a) (2) of such Code 
shall apply and the per-country limitation 
provided by section 904(a) (1) of such Code 
shall not apply. 

(9) EFFECTIVE DATE FOR DISALLOWANCE OF 
FOREIGN TAX CREDIT FOR CERTAIN PRODUCTION
SHARING coNTRACTs.-The second sentence of 
paragraph (3) of section 1035(c) of the Tax 
Reform Act of 1976 (relating to tax credit 
for production-sharing contracts) is 
amended to read as follows: "A contract de
scribed in the preceding sentence shall be 
taken into account under paragraph (1) only 
with respect to amounts (A) paid or accrued 
to the foreign government before January 1, 
1978, and (B) attributable to income earned 
before such date." 

(10) FOREIGN TAXES ATTRIBUTABLE TO SEC
TION 911 EXCLUSION.-

(A) IN GENERAL.-The last sentence of sec
tion 911 (a) (relating to earned income from 
sources without the United States) is 
amended to read as follows: 
"An individual shall not be allowed as a de
duction from his gross income any deduc
tions ( other than those allowed by section 
151, relating to personal exemptions), to the 
extent that such deductions are properly 
allocable to or chargeable against amounts 
excluded from gross income under this sub
section. For purposes of this title, the 
amount of the income, war profits, and ex
cess profits taxes paid or accrued by any 
individual to a foreign country or possession 
of the United States for any taxable year 
shall be reduced by an amount determined 
by multiplying the amount of such taxes by 
e. fraction-

" (A) the numerator of which ls the tax 
determined under subsection (d) (1) (B), and 

"(B) the denominator of which is the sum 
of the amount referred to in subparagraph 
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(A), plus the limitation imposed for the tax
able year by section 904(a) .". 

(B) EFFECTIVE DATE.-The amendment 
made by subparagraph (A) shall apply to 
taxable years beginning after December 31, 
1976. 

( 11) SALE OF ASSETS BY A POSSESSIONS COR• 
PORATION.-

(A) IN GENERAL.-Subsection (a) of sec
tion 936 (relating to Puerto Rico and posses
sion tax credit) is amended by redesignating 
paragraph ( 2) as paragraph ( 3) and by 
amending so much of paragraph ( 1) as pre
cedes subparagraph (A) thereof to read as 
follows: 

" ( 1) IN GENERAL.-Except as provided in 
paragraph (3), if a domestic corporation 
elects the application of this section and if 
the conditions of both subparagraph (A) 
and subparagraph (B) of paragraph (2) are 
satisfied, there shall be allowed as a credit 
against the tax imposed by this chapter an 
amount equal to the portion of the tax 
which is attributable to the sum of-

.. (A) the taxable income, from sources 
without the United States, from-

" (i) the active conduct of a trade or busi
ness within a possession of the United States, 
or 

"(ii) the sale or exchange of substantially 
all of the assets used by the taxpayer in the 
active conduct of such trade or business, and 

"(B) the qualified possession source in
vestment income. 

"(2) CONDITIONS WHICH MUST BE SATIS
FIED.-The conditions referred to in para
graph (1) are:". 

(B) INCOME FROM SALE OF CARRYOVER BASIS 
PROPERTY NOT TAKEN INTO ACCOUNT.-

(i) Subsection (d) of section 936 (relating 
to definitions) is amended by adding at the 
end thereof the following new paragraph: 

"(3) CARRYOVER BASIS PROPERTY.-
" (A) IN GENERAL.-Income from the sale 

or exchange of any asset the basis of which 
is determined in whole or in part by refer
ence to its basis in the hands of another 
person shall not be treated as income de
scribed in subparagraph (A) or (B) of sub
section (a) (1). 

"(B) EXCEPTION FOR POSSESSIONS CORPORA
TIONS, ETC.-For purposes of subparagraph 
(A), the holding of any asset by another per
son shall not be taken into account if 
throughout the period for which such asset 
was held by such person section 931, this sec
tion, or section 957(c) applied to such per
son.". 

(ii) The heading of such subsection (d) 
is amended to read as follows: 

"(d) DEFINITIONS AND SPECIAL RULES.-". 
(C) EFFECTIVE DATE.-The amendments 

made by this paragraph shall apply as if 
included in section 936 of the Internal Reve
nue Code of 1954 at the time of its addition 
by section 1051 (b) of the Tax Reform Act 
of 1976. 

(12) GAIN ON DISPOSITION OF STOCK IN A 
DISC.-

(A) DELAY IN EFFECTIVE DATE.-Paragraph 
(4) of section llOl(g) of the Tax Reform Act 
of 1976 (relating to effective date for amend
ment relating to gain or disposition of DISC 
stock) is amended by striking out "Decem
ber 31, 1975" and inserting in lieu thereof 
"December 31, 1976". 

(B) TECHNICAL AMENDMENT.-Paragraph 
( 1) of section 995 ( c) (relating to gain on 
disposition of stock in a DISC) is amended 
by adding at the end thereof the following 
new sentence: 
"Subparagraph (C) shall not apply if the 
person receiving the stock in the disposition 
has a holding period for the stock which in
cludes the period for which the stock was 
held by the shareholder disposing of such 
stock." 

(C) EFFECTIVE DATE.-The amendment 
made by subparagraph (B) shall apply to 

dispositions made after December 31, 1976, 
in taxable years ending after such date. 

( 13) LIMITATION ON PARTNER'S TAX WHERE 
PARTNER RECEIVES ,AMOUNT TREATED AS SALE OF 
SECTION 1248 STOCK.-

(A) IN GENERAL.-Section 751 (relating to 
unrealized receivables and inventory items) 
is amended by adding at the end thereof the 
following new subsection: 

"(e) LIMITATION ON TAX ATI'RIBUTABLE TO 
DEEMED SALES OF SECTION 1248 STOCK.-For 
purposes of applying this section and sec
tions 731, 736, and 741 to any amount result
ing from the reference to section 1248(a) in 
the second sentence of subsection (c), in the 
case of an individual, the tax attributable to 
such amount shall be limited in the manner 
provided by subsection (b) of section 1248 
(relating to gain from certain sales or ex
changes of stock in certain foreign corpora
tions)." 

(B) CROSS REFERENCE.-Section 736 (relat
ing to payments to a retiring partner ·or a 
deceased partner's successor in interest) is 
amended by adding at the end thereof the 
following new subsection: 

"(c) CROSS REFERENCE.-
"For limitation on the tax attributable to 

certain gain connected witll section 1248 
stock, see section 751(e) ." 

(C) EFFECTIVE DATE.-The amendments 
made by this paragraph shall apply to trans
fers beginning after October 9, 1975, and to 
sales, exchanges, and distributions taking 
place after such date. 

(14 EXCISE TAX ON TRANSFERS OF PROPERTY 
TO FOREIGN PERSONS TO A VOID FEDERAL INCOME 
TAX.-

(A) TRANSFERS INVOLVING ESTATEs.-Section 
1491 (relating to tax on transfer to avoid 
income tax) is amended by striking out 
"trust" each place it appears therein and 
inserting in lieu thereof "estate or trust". 

(B) CLARIFICATION OF PARAGRAPH (3) OP' 
SECTION 1492.-Paragraph (3) of section 1492 
(relating to nontaxable transfers) is amend
ed to read as follows: 

"(3) To a transfer described in section 
367; or". 

(C) EFFECTIVE DATE.-The amendments 
made by this paragraph shall apply to trans
fers after October 2, 1975. 

(15) ELECTION TO TREAT NONRESIDENT 
ALIEN INDIVIDUAL AS RESIDENT OF THE UNITED 
STATES.-

( A) PROVISIONS AFFECTED BY ELECTION.
Paragraph (1) of section 6013(g) (relating 
to election to treat nonresident alien in
dividual as resident of the United States) is 
amended to read as follows: 

"(1) IN GENERAL.-A nonresident alien in
dividual with respect to whom this subsec
tion is in effect for the taxable year shall 
be treated as a resident of the United 
States-

"(A) for purposes of chapters 1 and 5 
for all of such taxable year, and 

"(B) for purposes of chapter 24 (relating 
to wage withholding) for payments of wages 
made during such taxable year." 

( B) CONFORMING AMENDMENT .-Paragraph 
(5) of section 6013(g) (relating to termina
tion of election by Secretary) is amended 
by striking out "chapter 1" · and inserting 
in lieu thereof "chapters 1 and 5". 

(C) YEAR OF RESIDENCY.-Paragraph (1) of 
section 6013(h) (relating to return for year 
nonresident alien becomes resident) is 
amended-

(!) by striking out "chapter 1" and in
serting in lieu thereof "chapters 1 and 5", 
and 

(11) by inserting before the period at the 
end thereof the following: ", and for pur
posM of chapter 24 (relating to wage with
holding) for payments of wages made dur
ing such taxable year." 

(D) CERTAIN AMOUNTS WITHHELD UNDER 
CHAPrER 3 TREATED AS OVERPAYMENTS OF TAX.-

Subsection (b) of section 6401 (relating to 
excessive credits) is amended by adding at 
the end thereof the following new sentence: 
"For purposes of the preceding sentence, any 
credit allowed under paragraph (1) of sec
tion 32 (relating to withholding of tax on 
nonresident aliens and on foreign corpora
tions) to a nonresident alien individual for 
a taxable year with respeot to which an elec
tion under section 6013(g) or (h) is in effect 
shall be treated as an amount allowable as 
a credit under section 31." 

(E) EFFECTIVE DATES,-The amendments 
made by this paragraph-

(!) to the extent that they relate to chap
ter 1 or 5 of the Internal Revenue Code of 
1954, shall apply to taxable years ending on 
or after December 31, 1975, and 

(11) to the extent that they relwte to wage 
withholding under chapter 24 of such Code, 
shall apply to remuneration paid on or after 
the first day of the first month which begins 
more than 90 days after rthe date of the en· 
actment of this Act. 

(16) NONRESIDENT ALIEN INDIVIDUAL AL
LOWED TO BE TREATED AS RESIDENT OF THE 
UNITED STATES.-

(A) IN GENERAL.-Paragraph (2) of sec
tion 6013(g) (relating to election to treat 
nonresident alien individual as resident of 
the United States) is amended by striking 
out "who, at the time an election was made 
under this subsection," and inserting in lieu 
thereof "who, at the close of the taxable 
year for which an election under this sub
section was made,". 

(B) EFFECTIVE DATE.-The amendment 
made by subparagraph (A) sha.11 apply to 
taxable years beginning after December 31, 
1975. 

(W) AMENDMENT OF SECTION 1239(a) .
(1) IN GENERAL.-Subsection (a) of section 

1239 (relating to gain from sale of depre
ciable property between certain related tax
payers) is amended by striking out "subject 
to the allowance for depreciation provided 
in section 167" and inserting in lieu thereof 
"of a character which is subject to the allow
ance for depreciation provided in section 
167". 

(2) EFFECTIVE DATE.-The amendment 
made of paragraph (1) shall apply as if in
cluded in the amendment made to section 
1239 of the Internal Revenue Code of 1954 
by section 2129(a) of the Tax Reform Act 
of 1976. 

(X) RECAPTURE OF DEPRECIATION ON PLAYER 
CONTRACTS.-

( I) IN GENERAL.-Subparagraph (C) of 
section 1245(a) (4) (defining previously un
recaptured depreciation with respect to con
tracts transferred) is amended to read as 
follows: 

"(C) PREVIOUSLY UNRECAPTURED DEPRECIA
TION WITH RESPECT TO CONTRACTS TRANS
FERRED.-For purposes of subparagraph (A) 
(ii) , the term 'previously unrecaptured de
preciation' means the amount of any deduc
tion allowed or a:lowable to the taxpayer 
transferor for the depreciation of any con
tracts involved in such transfer." 

(2) RECAPTURE OF DEPRECIATION WITH RE
SPECT TO INITIAL CONTRACTS.-Subparagraph 
(B) of section 1245(a) (4) (defining previ
ously unrecaptured depreciation with re
spect to initial contracts) is amended-

(A) by inserting "attributable to periods 
after December 31, 1975," after "depreciation" 
in clause (i), 

(B) by inserting "incurred after Decem
ber 31, 1975," after "losses" in clause (i), and 

(C) by inserting "described in clause (i)" 
after "amounts·' in clause (ii) . 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to trans
fers of player contracts in connection with 
any sale or exchange of a franchise after De
cember 31, 1975. 

(y) TREATMENT OF PENSIONS AND ANNUITIES 
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FOR 50-PERCENT MAXIMUM RATE ON PERSONAL 
SERVICE INCOME.-

( l) IN GENERAL.-Subparagraph (A) of sec
tion 1348(b) (1) (defining personal service 
income) is amended by striking out "pen
sion or annuity" and inserting in lieu there
of "pension or annuity which arises from 
an employer-employee relationship or from 
tax-deductible contributions to a retirement 
plan". 

(2) TECHNICAL AMENDMENT.-The last sen-
tence of section 1348(b) ls amended by 
striking out "earned income" and insert
ing in lieu thereof "personal service income". 

(3) EFFECTIVE DATE.-The amendments 
made by paragraph (1) this section shall 
apply to taxable years beginning after De
cember 31, 1976. 

(z) CHANGES IN THE SUBCHAPTER S PRO· 
VISIONS.-

(1) GRANTOR TRUST MAY BE TREATED AS 
PERMITTED SHAREHOLDER AFTER D'ECEDENT'S 
DEATH; GRANTOR OR GRANTOR TRUST MUST BE 
INDIVIDUAL.-Paragraph (1) of subsection 
(e) of section 1371 (as redeslgnated by sec
tion 34l(b) (2) of this Act) ls amended 
to read as follows: 

"(l) (A) A trust all of which ls treated as 
owned by the grantor (who ls an indi
vidual who is a citizen or resident of the 
United States) under subpart E of part I 
of subchapter J of this chapter. 

"(B) A trust which was described in sub
paragraph (A) immediately before the death 
of the granter and which continues in exist
ence after such death, but only for the 60-
day period beginning on the day of the 
grantor's death. If a trust ls described in the 
preceding sentence and if the entire corpus 
of the trust ls lncludlble in the gross estate 
of the grantor, the preceding sentence shall 
be applied by substituting '2-year period' 
for '60-day period'." 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to taxa
ble years beginning after December 31, 1976. 

(aa) WITHHOLDING OF FEDERAL TAXES ON 
CERTAIN INDIVIDUALS ENGAGED IN FISHING--

( 1) IN GENERAL.-Section 1207(f) (4) of the 
Tax Reform Act of 1976 (relating to effective 
date of provisions relating to withholding on 
certain individuals engaged in fishing) is 
amended by striking out "December 31, 1971" 
each place it appears and inserting in lieu 
thereof "December 31, 1954". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph ( 1) shall take effect on 
October 4, 1976. 

(bb) WITHDRAWALS FROM INDIVIDUALS RE
TIREMENT ACCOUNTS, ETC.-

( 1) IN GENERAL.-The last sentence of sec
tion 4973(b) (relating to excess contributions 
to individual retirement accounts, etc.) is 
amended by striking out "solely because of 
employer contributions to a plan or contract 
described in section 219(b) (2)" and insert
ing in lieu thereof "solely because of ineli
glblllty under section 219(b) (2) or section 
220(b) (3) ". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply as if in
cluded in section 1501 of the Tax Reform Act 
of 1976 at the time of the enactment of such 
Act. 

(cc) AMENDMENTS RELATING TO DISCLOSURE 
OF TAX RETURNS.-

( 1) DISCLOSURE OF MAILING ADDRESS FOR 
PURPOSES OF COLLECTING CERTAIN STUDENT 
LOANS.-

(A) Subsection (m) of section 6103 (relat
ing to disclosure of taxpayer identity in
formation) is amended to read as follows: 

"(m) DISCLOSURE OF TAXPAYER IDENTITY 
INFORMATION.-

" ( 1) TAX REFUNDs.-The Secretary may dis
close taxpayer identity information to the 
press and other media for purposes of notify
ing persons entitled to tax refunds when the 
Secretary, after reasonable effort and lapse of 
time, has been unable to locate such persons. 

"(2) FEDERAL CLAIMS.-Upon written re
quest, the Secretary may disclose the mailing 
address of a taxpayer to officers and em
ployees of an agency personally and directly 
engaged in, and solely for their use in, prep
aration for any administrative or judicial 
proceeding (or investigation which may re
sult in such a proceeding) pertaining to the 
collection or compromise of a Federal claim 
against such taxpayer in accordance with the 
provisions of section 3 of the Federal Claims 
Collection Act of 1966. 

"(3) NATIONAL INSTITUTE FOR OCCUPATIONAL 
SAFETY AND HEALTH.-Upon written request, 
the Secretary may disclose the mailing ad
dress of taxpayers to officers and employees 
of the National Institute for Occupational 
Safety and Health solely for the purpose of 
locating individuals who are, or may have 
been, exposed to occupational hazards in 
order to determine the status of their health 
or to inform them of the possible need for 
medical care and treatment. 

" ( 4) INDIVIDUALS WHO HAVE DEFAULTED ON 
STUDENT LOANS.-

" (A} IN GENERAL.-Upon written request 
by the Comxnissioner of Education, the Sec
retary may disclose the mailing address of 
any taxpayer who has defaulted on a loan 
ma.de from the student loan fund estab
lished under pa.rt E of title IV of the Higher 
Education Act of 1965 for use only for 
purposes of locating such taxpayer for pur
poses of collecting such loan. 

"(B} DISCLOSURE TO INSTITUTIONS.-Any 
mailing address disclosed under subpara
graph (A} may be disclosed by the Commis
sioner of Education to any educational in
stitution with which he has an agreement 
unde:: pa.rt E of title IV of the Higher Edu
cation Act of 1965 only for use by officers, 
employees or a.gents of such institution 

· whose duties relate to the collection of 
student loans for purposes of locating in
dividuals who have defaulted on student 
loans ma.de by such institution pursuant to 
such agreement for purposes of collecting 
such loans." 

(B} Para.graph (3) of section 6103(a.) is 
a.mended by inser.ting ", subsection (m) (4) 
(B) ," after "subsection (e} (1) (D) (lii} ". 

(C) Para.graph (2) of section 7213(a.} (re
lating to penalties for unauthorized disclo
sure of information) is a.mended-

(!} by striking out "or any local" and in
serting in lieu thereof ", any local"; 

(11} by inserting ", or any educational in
stitution" after "enforcement agency"; and 

(111) by striking out "section 6103(d) or 
(1) (6)" and inserting in lieu thereof "sub
section (d), (1) (6), or (m} (4) (B) of section 
6103". 

(2) DISCLOSURE OF TAX RETURN INFORMATION 
REGARDING SPECIAL FUEL EXCISE TAXEs.-Sub
section (d} of section 6103 (relating to dis
closure to State tax officials) ls a.mended by 
inserting "31," after "24,". 

(3) RETURN INFORMATION OTHER THAN TAX· 
PAYER RETURN INFORMATION.-Paragraph (2} 
of section 6103(1} (relating to return infor
mation other than taxpayer return infor
mation) ls amended by adding at the end 
thereof the following new sentence: "For pur
poses of this paragraph, the name and ad
dress of the taxpayer shall not be treated as 
taxpayer return lnfor!Ilation." 

(4) DISCLOSURE OF RETURN INFORMATION 
CONCERNING POSSIBLE CRIMINAL ACTIVITIES.
Para.graph (3) of section 6103(1) (relating to 
disclosure of return information concerning 
possible criminal activities) ls amended by 
adding at the end thereof the following new 
sentence: "For purposes of the preceding 
sentence, the name and address of the tax
payer shall not be treated as taxpayer return 
information if there is return information 
(other than taxpayer return information} 
which may constitute evidence of a violation 
of Federal criminal law." 

( 5) DISCLOSURE UNDER TAX CONVENTIONS.
Section 6103(k} (4) (relating to disclosure 
of return information under income tax con
ventions} is amended-

(A} by striking out "income" in the cap
tion thereof, 

(B) by inserting "or gift and estate tax" 
after "income tax", and 

(C} by inserting ", or other convention 
relating to the exchange of tax information," 
after "convention" the first place it appears. 

(6) CRIMINAL PENALTY FOR UNAUTHORIZED 
DISCLOSURE OF INFORMATION.-Section 7213(a) 
(relating to unauthorized disclosure of in
formation} is amended-

(A} by striking out "to disclose" in para
graphs (1), (2), and (5) and inserting in 
lieu thereof "willfully to disclose", 

(B} by striking out "to thereafter print or 
publish" in para.graph (3) and inserting in 
lieu thereof ' thereafter willfully to print or 
publish", and 

(C) by striking out "to offer" in paragraph 
( 4) and inserting in lieu thereof "willfully 
to offer". 

(7) NO CIVIL LIABILITY FOR GOOD FAITH BUT 
ERRONEOUS INTERPRETATION OF DISCLOSURE RE· 
QUIREMENrs.-Section 7217 (relating to civil 
damages for unauthorized disclosure of re
turn and return information} is a.mended-

(A} by redesignating subsections (b) and 
(c) as subsections (c) and (d}, respectively; 

(B} by inserting after subsection (a). the 
following new subsection: 

"(b) No LIABILITY FOR Goon FAITH BUT 
ERRONEOUS INTERPRETATION .-No Uabillty 
shall arise under this section with respect to 
any disclosure which results from a good 
faith, but erroneous, interpretation of section 
6103."; and 

(C} by striking out "An action'• in subsec
tion ( d} ( as so redesigna ted) and inserting in 
lieu thereof "PERIOD FOR BRINGING ACTION.
An action". 

(8) EFFECTIVE DATES.-
(A} Except as provided in subparagraph 

(B}, the amendments made by this subsec
tion shall take effect January l, 1977. 

(B} The amendments made by paragraph 
(6) (7) shall apply with respect to disclo
sures made after the date of the enactment 
of this Act. 

(dd} AMENDMENTS RELATING TO INCOME 
TAX RETURN PREPARERS.-

(!} NEGOTIATIONS OF CHECKS BY STATE.
Subsection (f} of section 6695 (relating to 
negotiations of check} is amended by adding 
at the end thereof the following new sen
tence: "The preceding sentence shall not ap
ply with respect to the deposit by a bank 
(within the meaning of section 581} of the 
full amount of the check in the taxpayer's 
account in such bank for the benefit of the 
taxpayer." 

(2) DEFINITION.-Clause (ili} of section 
7701(a} (36) (B} (relating to exceptions from 
the definition of income tax return preparer} 
is amended to read as follows: 

"(iii} prepares as a fiduciary a return or 
claim for refund for any person, or". 

( 3) DEFINITION OF RULE.-Section 6694 (a) 
(relating to negligent or intentional disre
gard of rules and regulations by income tax 
return papers} is amended by adding at the 
~nd thereof the following new sentence: 
For purposes of the preceding sentence the 

term 'rule' shall not include any rev~nue 
ruling, or written determination (as defined 
in section 6110(b} (1)} unless such written 
determination directly applies to the return 
or cla~m prepared.". 

(4) EFFECTIVE DATE.-The amendments 
ma.de by this subsection shall apply to docu
ments prepared after December 31, 1976. 

( ee) CLARIFICATION OF DECLARATION JUDG, 
MENT PROVISIONS WITH RESPECT TO REVOCA· 
TIONS OF OR OTHER CHANGES IN THE QUALIFI· 
CATIONS OF CERTAIN 0RGANIZATIONS.-

( l) QUALIFICATION OF CERTAIN RETmEMENT 
PLANs.--Subsectlon (a) of section 7476 (re
lating to declaratory judgments relating to 
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qualification of certain retirement plans) ts 
amended by adding at the end thereof the 
following new sentence: "For purposes of this 
section, a determination with respect to a 
continuing qualification includes any revo
cation of or other change in a qualification." 

(2) CLASSIFICATION OF ORGANIZATIONS UNDER 
SECTION 501 (C) (3), ETC.-Subsection (a) of 
section 7428 (relating to declaratory judg
ments relating to status and classification 
of organizations under section 5-01 ( c) ( 3) • 
etc.) is amended by adding at the end thereof 
the following new sentence: "For purposes of 
this section, a determination with respect to 
a continuing qualification or continuing 
classification includes any revocation of or 
other change in a qualification or classifica
tion." 

(3) EFFECTIVE DATE.-The amendments 
ma.de by paragraphs (1) and (2) shall take 
effect as if included in section 7476 or 7428 
of the Internal Revenue Code of 1954 (as the 
case may be) at the respective times such 
sections were added to such Code. 

(ff) CONTRIBUTIONS OF CERTAIN GOVERN
MENT PUBLICATIONS.-

( 1) IN GENERAL.-Paragraph ( 1) of section 
1231 (b) (relating to definition of property 
used in trade or business) is amended

(A) by striking out "or" at the end of Gub
paragraph (B). 

(B) by striking out the period a.t the end 
of subparagraph (C) and inserting in lieu 
thereof a comma and "or", and 

(C) by adding a.t the end thereof the fol
lowing new subparagraph: 

"(D) a. publication of the United States 
Government (including the Congressional 
Record) which is received from the United 
States Government, or any agency thereof, 
other than by purchase at the price a.t which 

· it is offered for sale to the public, and which 
is held by a taxpayer described in paragraph 
(6) of section 1221.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply with re
spect to sales, exchanges, and contributions 
made after October 4, 1976. 

(gg) EXEMPTION FOR LIGHT-DUTY TRUCK 
PARTS.-

(1) IN GENERAL.-Section 4063 (relating to 
exemption of motor vehicles and parts) is 
amended by adding a.t the end thereof the 
following new subsection: 

"(e) PARTS FOR LIGHT-DUTY TRUCKs.-The 
tax imposed by section 4061 ( b) shall not 
apply to the sale by the manufacturer, pro
ducer, or importer of any article which is to 

I 
be resold by the purchaser or in connection 
with the first retail sale of a light-duty truck, 
as described in section 4061 (a) (2), or which 
is to be resold by the purchaser to a second 
purchaser for resale by such second pur
chaser on or in connection with the first 
retail sale of a light-duty truck." 

( 2) CONFORMING AMENDMENTS.-
( A) Section 4221(c) (relating to manufac

turer relieved from liability in certain cases) 
is amended by inserting "4063(e)," after 
"4063(b) ,". 

( B) Section 4222 ( d) (relating to registra
tion in the case of tax-free sales) is amended 
by inserting "4063(e)," after "4063(b),". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect on 
the first day of the first calendar month be
ginning more than 20 days after the date of 
the enactment of this Act. 
SEC TECHNICAL, CLERICAL, AND CONFORM· 

ING AMENDMENTS TO ESTATE AND 
GIFT TAX PROVISIONS. 

(a.) AMENDMENTS RELATING TO TREATMENT 
OF SECTION 306 STOCK.-

( l) APPLICATION OF "FRESH START" TO SEC
TION 306 sTocK.-Subsection (a.) of section 
306 (relating to dispositions of certain stock) 
is a.mended by adding at the end thereof the 
following new para.graph: 

"(3) ORDINARY INCOME FROM SALE OR RE· 
DEMPTION OF SECTION 306 STOCK WHICH IS 

CARRYOVER BASIS PROPERTY ADJUSTED FOR 1976 
VALUE.-

" (A) IN GENERAL.-!! any section 306 stock 
was distributed before January 1, 1977, and 
if the adjusted basis of such stock in the 
hands of the person disposing of it is deter
mined under section 1023 (relating to carry
over basis), then the amount treated as or
dinary income under paragraph (1) (A) of 
this subsection (or the a.mount treated as a 
dividend under section 301 ( c) ( 1) ) shall not 
exceed the excess of the amount realized over 
the sum of that-

" (1) the adjusted basis of such stock on 
December 31 , 1976, and 

"(ii) any increase in basis under section 
1023(h) . 

"(B) REDEMPTION MUST BE DESCRIBED IN 
SECTION 302 (b) .-Subparagraph (A) shall 
apply to a redemption only if such redemp
tion is described in para.graph (1) , (2), or 
( 4) of section 302 ( b) . " 

(2) CLARIFICATION THAT SECTION 303 OVER
RIDES SECTION 306.-Subsection (b) of section 
306 (relating to exceptions) is amended by 
adding at the end thereof the following new 
paragraph: 

"(5) SECTION 303 REDEMPTIONS.-To the ex
tent that section 303 applies to a distribu
tion in redemption of section 306 stock.". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to the 
estates of decedents dying after December 
31, 1979. 

(b) COORDINATION OF DEDUCTION FOR ESTATE 
TAXES ATTRIBUTABLE TO INCOME IN RESPECT OF 
A DECEDENT WITH THE CAPITAL GAIN DEDUC· 
TION, ETC.-

( 1) IN GENERAL.-Subsection ( c) of section 
691 (relating to deduction for estate taxes 
in the case of income in respect of decedents) 
is amended by adding at the end thereof the 
following new paragraph: 

"(4) COORDINATION WITH CAPITAL GAIN DE· 
DUCTION, ETc.-For purposes of section 1201, 
1202, and 1211 , and for purposes of section 
57(a.) (9), the amount of any gain taken into 
account with respect to any item described 
in subsection (a.) (1) shall be reduced (but 
not below zero) by the a.mount of the deduc
tion allowable under paragraph (1) of this 
subsection with respect to such item." 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply with respect to 
decedents dying after the date of the enact
ment of this Act. 

( C) AMENDMENTS RELATING TO CARRYOVER 
BASIS.-

(1) Amendments relating to the postpone
ment of the effective date of carryover basis 
provisions.-

( A) FAm MARKET VALUE WHERE FARM VALU• 
ATION ELECTED.-Subsection (a) of section 
1014 (relating to basis of property acquired 
from a. decedent) is a.mended to read as fol
lows: 

"(a) IN GENERAL.-Except as otherwise pro
vided in this section, the basis of property in 
the hands of a person acquiring the property 
from a. decedent or to whom the property 
passed from a. decedent shall, if not sold, ex
changed, or otherwise disposed of before the 
decedent's death by such person, be-

"(1) the fair market value of the property 
a.t the date of the decedent's death, or 

"(2) in the case of an election under either 
section 2032 or section 811 (j) of the Internal 
Revenue Code of 1939 where the decedent 
died after October 21, 1942, its value a.t the 
applicable valuation date prescribed by those 
sections, or 

" ( 3) in the case of an election under sec
tion 2032A, its value determined under such 
section." 

(B) The second sentence of section 2614 
(a) (relating to basis adjustments in con
nection with generation-skipping transfers) 
is amended to read as follows: "If property 
is transferred in a generation-skipping 
transfer subject to tax under this chapter 
which occurs at the same time as, or after, 

the death of the deemed transferor, the basis 
of such property shall be adjusted-

" ( 1) in the case of such a transfer occur
ring after June 11, 1976, and before January 
1, 1980, in a manner similar to the manner 
provided under section 1014(a), and 

" ( 2) in the case of such a transfer occur
ring after December 31, 1979, in a manner 
similar to the manner provided by section 
1023 without regard to subsection (d) there
of (relating to basis of property passing from 
a decedent dying after December 31, 1979) ." 

(2) MINIMUM CARRYOVER BASIS FOR TANGIBLE 
PERSONAL PROPERTY.-

(A) IN GENERAL.-Subsection (h) of sec
tion 1023 (relating to adjustment to basis for 
December 31, 1976, fair market value) is 
amended by adding at the end thereof the 
following new para.graph: 

"(3) MINIMUM BASIS FOR TANGIBLE PER· 
SONAL PROPERTY.-

"(A) IN GENERAL.-!! the holding period 
for any carryover basis property which is 
tangible personal property includes Decem
ber 31, 1976, then, for purposes of determin
ing gain and applying this section, the ad
justed basis of such property immediately 
before the death of the decedent shall be 
treated as being not less than the amount 
determined under subparagraph (B) . 

"(B) AMOUNT.-The amount determined 
under this subparagraph for any property 
is-

"(i) the value of such property (as deter
mined with respect to the estate of the de
cedent without regard to section 2032), di
vided by 

"(11) 1.0066 to the nth power where n 
equals the number of full calendar months 
which have elapsed between December 31, 
1976, and the date of the decedent's death." 

(B) CONFORMING AMENDMENT.-Paragraph 
(3) of section 1023(g) (relating to decedent's 
basis unknown) is amended by striking out 
"to the person acquiring such property from 
the decedent" and inserting in lieu thereof 
"and cannot be reasonably ascertained". 

(3) TREATMENT OF INDEBTEDNESS.-
(A) IN GENERAL.-Paragraph (1) of section 

1023(g) (defining fair market value) is 
amended by inserting "(without regard to 
whether there is a mortgage on, or indebt ed
ness in respect of, the property)" after 
"chapter 11". 

(B) TECHNICAL AMENDMENT.-Subsection 
(g) of section 1023 (relating to other special 
rules and definitions) is amended by striking 
out paragraph (4). 

(4) ONLY ONE FRESH START WITH RESPECT 
TO CARRYOVER BASIS PROPERTY HELD ON DECEM· 
BER 31, 1976.-Subsection (h) of section 1023 
(relating to adjustment to basis for Decem
ber 31, 1976, fair market value) is a.mended 
by adding at the end thereof the following 
new paragraph: 

"(4) ONLY ONE FRESH START.-There shall 
be no increase in basis under this subsection 
by reason of the death of a.ny decedent if 
the adjusted basis of the property in the 
hands of such decedent reflects the adjusted 
basis of property which was carryover basis 
property with respect to a prior decedent." 

( 5) AUTOMATIC LONG-TERM STATUS FOR 
GAINS AND LOSSES ON CARRYOVER BASIS PROP• 
ERTY.-Subparagraph (A) of section 1223 
( 11) is amended by inserting "or 1023" after 
"section 1014". 

(6) CLARIFICATION THAT ADJUSTED BASIS IS 
• INCREASED FOR STATE ESTATE TAXES.-

(A) Subsection (c) of section 1023 (relat
ing to increase in basis for Federal a.nd Stalte 
estate taxes attributable to appreciation) is 
amended to read as follows: 

" ( C) INCREASE IN BASIS FOR FEDERAL AND 
STATE EsTATE TAXES ATTRIBUTABLE TO APPRE• 
CIATION.-

" ( 1) FEDERAL ESTATE TAXES.-The basis of 
appreciated carryover basis property ( deter
mined after any adjustment under subsec
tion (h)) which is subject to the tax im
posed by section 2001 or 2101 in the hands 
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of the person acquiring it from the decedent 
shall be increased by an amount which bears 
the same ratio to the Federal estate taxes 
as--

"(A) the net appreciation in value of such 
property, bears to 

"(B) the fair market value of all property 
which is subject to the tax imposed by sec· 
tion 2001 or 2101. 

"(2) STATE ESTATE TAXES.-The basis o! 
appreciated carryover basis property (deter· 
mined after any adjustment under subsec
tion (h)) which is subject to State estate 
taxes in the hands of the person acquiring it 
from the decedent shall be increased by an 
amount which bears the same ratio to the 
State estate taxes as-

" (A) the net appreciation in value of such 
property, bears to 

"(B) the fair market value of all property 
which is subject to the State estate taxes." 

(B) The second sentence of paragraph (2) 
of section 1023(f) (defining net appreciation) 
is amended by striking out "For purposes 
of subsection ( d) , " and inserting in lieu 
thereof "For purposes of paragraph (2) of 
subsection (c), such adjusted basis shall be 
increased by the amount of any adjustment 
under paragraph (1) of subsection (c), for 
purposes of subsection ( d) , ". 

(C) Paragraph (3) of section 1023(f) (de
fining Federal and State estate taxes) is 
amended to read as follows: 

"(3) FEDERAL AND STATE ESTATE TAXES.-For 
purposes of subsection ( c) -

"(A) FEDERAL ESTATE TAXES.-The term 'Fed
eral estate taxes' means the tax imposed by 
section 2001 or 2101, reduced by the credits 
against such tax. 

.. (B) STATE ESTATE TAXES.-The term 'State 
estate taxes' means any estate, inheritance, 
legacy, or succession taxes, for which the 
estate is liable, actually paid by the estate 
to any State or the District of Columbia." 

(7) CLARIFICATION OF INCREASE IN BASIS 
FOR CERTAIN STATE SUCCESSION TAXES.-Para
graph (2) of section 1023(e) (relating to 
further increase in basis for certain State 
succession tax paid by transferee of property) 
is amended by striking out "for which the 
estate is not liable". 

(8) CLARIFICATION OF APPLICATION OF FRESH 
START.-Paragraphs (1) and (2) (A) of sec
tion 1023(h) (relating to adjustment to basis 
for December 31, 1976, fair market value) are 
each amended by striking out "for purposes 
of determining gain" and inserting in lieu 
thereof "for purposes of determining gain 
and applying this section". 

(9) TECHNICAL AMENDMENT WITH RESPECT 
TO CERTAIN TERM INTERESTS.-Paragraph ( 1) 
of section lOOl(e) (relating to certain term 
interests) is amended by striking out "sec
tion 1014 or 1015" and inserting in lieu there
of "section 1014, 1015, or 1023". 

(10) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect as 
if included in the amendments and additions 
made by, and the provisions of, section 2005 
of the Tax Reform Act of 1976. 

(d) AMENDMENTS RELATING TO VALUATION 
OF CERTAIN FARM, ETC., REAL PROPERTY.-

( 1) CLARIFICATION THAT SPECIAL VALUATION 
APPLIES ONLY TO INTERESTS PASSING TO QUAL
IFIED HEIRs.-Paragraph ( 1) of section 2032A 
(b) (defining qualified real property) is 
amended by striking out "real property 
located in the United States" and inserting 
in lieu thereof "real property located in the 
United States which was acquired from or 
pasFed from the decedent to a qualified heir 
of the decedent and". 

(2) PROPERTY RECEIVED IN SATISFACTION OF 
PECUNIARY BEQUEST.-Subsection (e) of sec
tion 2032A (relating to definitions and special 
rules for farm valuation property) is 
amended by adding at the end ,thereof the 
following new paragraph: 

"(9) PROPERTY ACQUIRED FROM DECEDENT.
Property shall be considered to have been ac-

quired from or to have passed from the de
cedent if-

"(A) such property is so considered under 
section 1014 (b) (relating to basis of prop
erty acquired from a decedent), 

" ( B) such property is acquired by any 
person from the estate in satisfacti0n of the 
right of such person to a pecuniary bequest, 
01' 

" (C) such property is acquiret. by any per
son from a trust in satisfaction of a right 
(which such person has by reason of the 
death of the decedent) to receive from the 
trust a specific dollar amount wilich is the 
equivalent of a pecunia!':· bequest." 

(3) USE OF FARM VALUATION PROPERTY TO 
SATISFY PECUNIARY BEQUEST.-8ection (a) of 
section 1040 (relating to use of certain ap
preciated carryover basis property to satisfy 
pecuniary bequest) is amended by inserting 
" ( determined without regard to section 
2032A) " after "chapter 11". 

(4) TREATMENT OF CERTAIN COMMUNITY 
P~OPERTY.-Subsection (e) of section 2032A 
is amended by adding at the end thereof the 
following new paragraph: 

" (10) COMMUNITY PROPERTY.-If the dece
dent and his surviving spouse at any time 
held qualified real property as community 
property, the interest of the surviving spouse 
in such property shall be taken into account 
under this section to the extent necessary to 
provide a result under this section with re
spect to such property which is consistent 
with the result which would have obtained 
under this section if such property had not 
been community property." 

(5) SUBSTITUTION OF BOND FOR PERSONAL 
LIABILITY OF QUALIFIED HEIR FOR THE RECAP• 
TURE TAX WITH RESPECT TO FARM VALUATION 
PROPERTY.-

(A) IN GENERAL.-Paragraph (6) of section 
2032A (c) i,; amended to read as follows: 

"(6) LIABILITY FO.R TAX; FURNISWNG OF 
BOND.-The qualified heir shall be personally 
liable for the additional tax imposed by this 
subsection with respect to his interest unless 
the heir has furnished bond which meets the 
requiremenw of sulJsection (e) (11) ." 

(B) BOND REQUIREMENTS.-Subsection (e) 
of section 2032A is amended by adding at the 
end thereof the following new paragraph: 

"(1) BOND IN LIEU OF PERSONAL LIABILITY.
If the qualified heir makes written applica
tion to the Secretary for determining of the 
maximum amount of the additional tax 
which may be impo::,ed by subsection (c) 
with respect to the qualified heir's interest, 
the Secretary (as soon as possible, and in 
any event within 1 year after the making 
of such application) shall notify the heir of 
such maximum amount. The qualified heir, 
on furnishing a bond in such amount and 
for such period as may be required, shall be 
discharged from personal liab111ty for any 
additional tax imposed by subsection (c) 
and shall be entitled to a receipt or writing 
showing such discharge." 

(6) EFFECTIVE DATE.-
The amendments made by this subsection 

shall apply to the estates of decedents dying 
after December 31, 1976. 

( e) AMOUNT OF SECURITY FOR ExTENDED 
PAYMENT PROVISIONS FOR CLOSELY HELD 
BUSINESSES.-

( 1) IN GENERAL.-
(A) Paragraph (2) of section 6324A(e) 

(defining aggregate interest amount) ls 
amended to read i:w; follows: 

"(2) REQUIRED INTEREST AMOUNT.-The 
term 'required interest amount' means the 
aggregate amount of interest which will be 
payable over the first 4 years of the deferral 
period with respect to the deferred amount 
(determined as of the date prescribed by 
section 6151 (a) for the payment of the tax 
imposed by chapter 11) . " · 

(B) Subparagraph (B) of section 6324A 
(b) (2) (relating to maximum value of re
quired property) is amended by striking out 

"aggregate interest amount" and inserting in 
lieu thereof "required interest amounts". 

(C) Paragraph (5) of section 6324A(d) 
(relating to special rules) is amended by 
striking out "aggregate interest amount" and 
inserting in lieu thereof "required interest 
amount". 

(D) Paragraph (4) of section 6324A(e) 
(relating to application of definitions in case 
of deficiencies) is amended by striking out 
"aggregate interest amount" and inserting 
in lieu thereof "required interest amount". 

(2) EFFECTIVE DATE.-The amendments 
made by this section shall apply to the 
estates of decedents dying after Decem
ber 31, 1976. 

(f) CLARIFICATION OF THE $3,000 ANNUAL 
EXCLUSION FROM THE RULE INCLUDING IN 
GROSS ESTATE TRANSFERS WITHIN 3 YEARS OF 
DEATH.-

(1) AMENDMENT OF SECTION 2035(b) .
Subsection (b) of section 2035 (relating to 
adjustments for gifts made within 3 years 
of decedent's death) is amended to read as 
follows: 

"(b) EXCEPTIONS.-Subsection (a) shall 
not apply-

"(1) to any bona fide sale for an adequate 
and full consideration in money or money's 
worth, and 

"(2) to any gift to a donee made during 
a calendar year if the decedent was not re
quired by section 6019 to file any gift tax 
return for such year with respect to gifts to 
such donee. 
Paragraph (2) shall not apply to any transfer 
with respect to a life insurance policy." 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph ( 1) shall apply to the estates 
of decedents dying after December 31, 1976, 
except that it shall not apply to transfers 
made before January 1, 1977. . 

(g) AMENDMENTS RELATING TO ESTATE TAX 
MARITAL DEDUCTION.-

( 1) DEDUCTION NOT REDUCED FOR GIFT TO 
SPOUSE WHICH IS INCLUDED IN DONOR'S ESTATE 
BY REASON OF SECTION 2035.-Subparagraph 
(B) of section 2056(c) (1) (relating to ad
justment to estate tax marital deduction for 
certain gifts to spouse) is amended by adding 
at the end thereof the following new sen
tence: 

"For purposes of this subparagraph, a gift 
which is includible in the gross estate of 
the donor by reason of secti_on 2035 shall 
not be taken into account." 

(2) REDUCTION FOR GIFT TAX MARITAL DEDUC
TION IN EXCESS OF 50 PERCENT OF THE VALUE OF 
GIFTS TO A SPOUSE.-Clause (11) of section 2056 
(c) (1) (B) (relating to adjustment to estate 
tax marital deduction for certain gifts to 
·spouse) is amended by inserting "required 
to be included in a gift tax return" after 
"with respect to any gift". 

(3) EFFECTIVE DATE.-The amendment made 
by this subsection shall apply to the estates 
of decedents dying after December 31, 1976. 

(h) COORDINATION OF SECTIONS 2513 AND 
2035.-

(1) IN GENERAL.-Sectlon 2001 (relating to 
imposition and rate of estate tax) is amended 
by adding at the end thereof the following 
new subsection: 

" ( e) COORDINATION OF SECTIONS 2513 AND 
2035.-If-

"(1) the decedent's spouse was the donor 
of any gift one-half of which was considei:ed 
under section 2513 as made by the decedent, 
and 

"(2) the amount of such gift is includible 
in the gross estate of the decedent's spouse 
by feason of section 2035, 
such gift shall not be included in the ad
justed taxable gifts of the decedent for pur
poses of subsection (b) (1) (B), and the ag
gregate amount determined under subsection 
(b) (2) shall be reduced by the amount (if 
any) determined under subsection (d) which 
was treated as a tax payable by the decedent's 
spouse with respect to such gift." 
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(2) CONFORMING AMENDMENr.-Subpara
graph (C) of section 2602(a) (1) (relating to 
amount of tax on generation-skipping trans
fers) is amended by striking out "section 
2001 (b) ) " and inserting in lieu thereof "sec
tion 200l(b), as modified by section 2001 
(e)) ". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply with 
respect to the est!l.te of decedents dying after 
December 31, 1976, except that such amend
ments shall not apply to transfers made be
fore January 1, 1977. 

(1) INCLUSION IN GROSS ESTATE OF STOCK 
TRANSFERRED BY THE DECEDENT WHERE THE 
DECEDENT RETAINS OR ACQUIRES VOTING 
RIGHTS.-

(!) IN GENERAL.-Section 2036 (relating to 
transfers with retained life estate) is 
amended by redesignating subsection (b) as 
subsection ( c) and by inserting after sub
section (a) the following new subsection: 

"(b) VOTING RIGHTS.-
" ( 1) IN GENERAL.-For purposes of sub

section (a) (1), the retention of the right 
to vote ( directly or indirectly) shares of 
stock of a controlled corporation shall be 
considered to be a retention of the enjoy
ment of transferred property. 

"(2) CONTROLLED CORPORATION.-For pur
poses of paragraph (1), a corporation shall 
be treated as a controlled corporation if, at 
any time after the transfer of the property 
and during the 3-year period ending on the 
date of the decedent's death, the decedent 
owned (with the application of section 318), 
or had the right, (either alone or in con
junction with any person) to vote, stock 
possessing at least 20 percent of the total 
combined voting power of all classes of stock. 

"(3) COORDINATION WITH SECTION 2035.
For purposes of applying section 2035 with 
respect to paragraph ( 1) , the relinquish
ment or cessation of voting rights shall be 
treated as a transfer of property made by the 
decedent." · 

(2) CONFORMING AMENDMENT.-Subsec
tion (t) of section 2036 is amended by strik
ing out the la.st sentence thereof. 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to trans
fer made after June 22, 1976. 

(j) AMENDMENTS RELATING TO INDIVIDUAL 
RETIREMENT ACCOUNTS, ETC., FOR SPOUSE.-

(!) APPLICATION OF ESTATE TAX EXCLUSION 
TO INDIVIDUAL RETIREMENT ACCOUNTS, ETC., FOR 
SPOUSE.-Subsection (e) of section 2039 (re
lating to exclusion of individual retirement 
accounts, etc.) is amended by striking out 
"section 219" each place it appears and in
serting in lieu thereof "section 219 or 220". 

(2) TRANSFERS TO INDIVIDUAL RETIREMENT 
ACCOUNTS, ETC., FOR SPOUSE TREATED AS TRANS
FERS OF PRESENT INTEREST.-Section 2503 (re
lating to taxable gifts) is amended by adding 
at the end thereof the following new sub
section: 

''(d) INDIVIDUAL RETIREMENT ACCOUNTS 
ETc., FOR SPOUSE.-For purposes of subsec~ 
tion (b), any payment ma.de by an individ
ual for the benefit of his spouse-

"(!) to an individual retirement account 
described in section 408(a}, 

"(2) for an individual retirement annuity 
described in section 408 (b) , or 

"(3) for a retirement bond described in 
section 409, shall not be considered a gift of 
a future interest in p·roperty to the extent 
that such payment is allowable as a deduc
tion under section 220". 

(3) EFFECTIVE DATES.-
" (A) The amendment made by paragraph 

(1) shall apply to the estate of decedents 
dying after December 31, 1976. 

(B) The amendment ma.de by paragraph 
(2) shall apply to transfers made after De-
cember 31, 1976. · 

(k) PROVISIONS RELATING TO TREATMENT OF 
JOINT INTERESTS,-

(1) REMOVAL OF REQUIREMENT OF ACTUARIAL 
COMPUTATIONS FOR JOINT INTERESTS IN PER
SONAL PROPERTY.-

(A) IN GENERAL.-Subchapter (B) of chap
ter 12 (relating to transfers for purposes of 
the gift tax) is amended by inserting after 
section 2515 the following new section: 
"SEC. 2515A. TENANCIES BY THE ENTIRETY IN 

PERSONAL PROPERTY. 
"(a) CERTAIN ACTUARIAL COMPUTATIONS NOT 

REQUIRED.-In the case of-
" ( 1) the creation (either by one spouse 

alone or by both spouses) of a. joint interest 
of a. husband and wife in personal property 
with right of survivorship, or 

"(2) additions to the value thereof in the 
form of improvements, reductions in the in
debtedness thereof, or otherwise, 
the retained interest of ea.ch spouse shall be 
treated as one-half of the value of their joint 
interest. 

"(b) ExcEPTION.-Subsection (a.) shall not 
apply with respect to any joint interest in 
property if the fair market value of the in
terest or of the property ( determined as if 
ea.ch spouse had a right to sever) cannot 
reasonably be ascertained except by reference 
to the life expectancy of one or both spouses." 

(B) CHANGING IN SECTION 2515 HEADING.
The heading for section 2515 is amended 
to read as follows: 
"SEC. 2515. TENANCIES BY THE ENTIRETY IN 

REAL PROPERTY." 
(C) CLERICAL AMENDMENTS.-The table of 

sections for subcha.pter 8 of chapter 12 is 
amended by striking out the item relating 
to section 2515 and inserting in lieu thereof 
the following: 
"SEc. 2515. Tenancies by the entirety in 

real pr,operty." 
"Sec. 2515A. Tenancies by the entirety in 

personal property." 
(D) EFFECTIVE DATE.-The amendments 

ma.de by this paragraph shall apply to joint 
interests created after December 31, 1976. 

(2) EXTENSION OF FRACTIONAL INTEREST RULE 
TO CERTAIN JOINT INTERESTS IN REAL OR PER
SONAL PROPERTY CREATED BEFORE 1977.-Sec
tion 2040 (relating to joint interests) as 
amended by section 504 of this Act, is fur
ther amended by adding at the end thereof 
the following new subsections: 

" ( d) JOINT INTERESTS OF HUSBAND AND 
WIFE CREATED BEFORE 1977.-Under regula
tions prescribed by the Secretary-

.. ( 1) IN GENERAL.-In the case of any joint 
interest created before January 1, 1977, which 
(if created after December 31, 1976) would 
have constituted a qualified joint interest 
under subsection (b) (2) (determined with
out regard to clause (ii) of subsection (b) 
(2) (B)), the donor may m!l.ke an election 
under this subsection to have paragraph ( 1) 
of subsection (b) apply with respect to such 
joint interest. 

" ( 2) TIME FOR MAKING ELECTION .-An elec
tion under this subsection with respect to 
any property shall be made for the calendar 
quarter in 1977, 1978, or 1979 selected by the 
donor in a gift tax return filed within the 
time prescribed by law for filing a gift tax 
return for such quarter. Such an election 
may be made irrespective of whether or not 
the amount involved exceeds the exclusion 
provided by section 2503(b); but no election 
may be made under this s bsection after the 
death of the donor. 

"(3) TAX EFFECTS OF ELECTION.-In the case 
of any property with respect to which an 
election has been ma.de under this subsec
tion, for purposes of this title-

" (A) the donor shall be treated as having 
ma.de a gift at the close of the calendar 
qu1rter selected under paragraph (2), and 

"(B) the amount of the gift shall be deter
mined under para.graph ( 4) . 

" ( 4) AMOUNT OF GIFT .-For purposes of 
paragraph (3) (B), the amount of any gift is 
one-half of the amount-

.. (A) which bears the same ratio to the 
excess of (1) the value of the property on the 
date of the deemed making of the gift under 
paragraph (3) (A), over (ii) the value of such 
property on the date of the creation of the 
joint interest, as 

" ( B) the excess of ( i) the consideration 
furnished by the donor at the time of the 

· creation of the joint interest, over (ii) the 
consideration furnished at such time by the 
donor's spouse, bears to the total considera
tion furnished by both spouses at such time. 

"(5) SPECIAL RULE FOR PARAGRAPH (4) (A).
For purposes of paragraph (4) (A)-

"(A) in the case of real property, if the 
creation was not treated as a gift at the time 
of the creation, or 

" ( B) in the case of personal property, if 
the gift was required to be included on a gift 
tax return but was not so included, and the 
period of limitations on assessment under 
section 6501 has expired with respect to the 
tax (if any) on such gift, 
then the value of the property on the date of 
the creation of the joint interest shall be 
treated as zero. 

"(6) SUBSTANTIAL IMPROVEMENTS.-For 
purposes of this subsection, a substantial 
improvement of any property shall be treated 
as t he creat ion of a separate joint interest. 

"(e) TREATMENT OF CERTAIN POST-1976 TER
MINATIONS.-

" ( 1) IN GENERAL.-If-
( A) before J anuary 1, 1977, a husband and 

wife had a joint interest in property with 
right of survivorship, 

"(B) after December 31, 1976, a joint in
terest of such husband and wife in such 
property ( or in property the basis of which 
in whole or in part reflects the basis of such 
property) was created, 
then paragraph (1) of subsection (b) shall 
apply to the joint interest described in sub
paragraph ( C) only if an elecition is ma.de 
under subsection (d). 

"(2) SPECIAL RULES.-For purposes... of ap
plying subsection (d) to property descr.ibed 
in paragraph ( 1) of this subsection-

.. (A) if the creation described in paragraph 
(1) (C) occurs after December 31, 1979, the 
election may be made only with respect to 
the calendar quarter in which such creation 
occurs, and 

"(B) the creation of the joint interest de
scribed in paragraphs (4) and (5) of sub
section (d) is ,the creation of the joint in
terest described in para.graph (1) (A) of this 
subsection." 

(1) AMENDMENTS RELATING TO ORPHANS' 
EXCLUSION.-

( 1) ORPHANS' EXCLUSION WHERE THERE IS A 
TRUST FOR MINOR CHILDREN.-Section 2057 
(relating to bequests, etc., to certain minor 
children) is amended by redesignating sub
section (d) as subsection (e) and by insert
ing after subsection ( c) the following new 
subsection: 

"(d) QUALIFIED MINORS' TRUST.-
"(l) IN GENERAL.-For purposes of subsec

tion (a), the interest of a minor child in a 
qualified minors' trust shall be treated as 
an interest in property which passes or has 
passed from the decedent to such child. 

"(2) QUALIFIED MINORS' TRUST.-For pur
poses of paragraph (1), the term 'qualified 
minors' trust' means a trust-

"(A) except as provided in subparagraph 
(D), all of the beneficiaries of which are 
minor children of the decedent, 

"(B) the. corpus of which is property 
which passes or has passed from the decedent 
to such trust, 

"(C) except as provided in paragraph (3), 
all distributions from which to the benefi
ciaries of the trust before the termination of 
their interests will be pro rata, 
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"(D) on the des.th of a.ny beneficiary of 

which before the termination of the trust, 
the beneficiary's pro rs.ta. she.re of the corpus 
a.nd a.ccumula.ted income rems.ins in the 
trust for the benefit of the minor children 
of the decedent who survive the beneficiary 
or vests in a.ny person, a.nd 

"(E) on the termination of which, ea.ch 
beneficiary will receive a. pro rs.ta. she.re of 
the corpus a.nd a.ccumula.ted income. 

"(3) CERTAIN DISPROPORTIONATE DISTRIBU• 
TIONS PERMITTED.-A trust sha.ll not be 
treated a.s fa.111ng to meet the requirements 
.of pa.ra.gra.ph (2) (C) solely by res.son of the 
fact tha.t the governing instrument of the 
trust permits the ma.king of disproportion
ate distributions which a.re limited by a.n 
ascerta.lna.ble sta.nda.J"d relating to the hes.Ith, 
education, support, or ma.lntena.nce of the 
beneficiaries. 

"(4) TRUSTEE MAY ACCUMULATE INCOME.-A 
trust which otherwise qualifies as a qua.lifted 
minors' trust sha.ll not be disqualified solely 
by res.son of the fa.ct tha.t the trustee ha.s 
power to accumulate income. 

"(5) COORDINATION WITH SUBSECTION (C) .
In applying subsection (c) to a qualified 
minors' trust, those provisions of section 
256(b) which are inconsistent with pa.ra.
gra.ph (3) or (4) of this subsection shall not 
a.pply. 

"(6) DEATH OF BENEFICIARY BEFORE YOUNG· 
EST CHILD REACHES AGE 23.-Nothlng in this 
subsection sha.ll be treated a.s disqua.lifylng 
a.n interest of a. minor child in a. trust solely 
because such interest wlll pa.ss to another 
person if the child dies before the youngest 
child of the decendent attains a.ge 23." 

(2) AGE 23 FOR TERMINABLE INTEREST RULE 
IN THE CASE OF ORPHANS' EXCLUSION.-The 
second sentence of subsection (c) of section 
2057 (relating to limitation in the ca.se of 
life estate or other terminable interest) ls 
a.mended by striking out "21" a.nd inserting 
in lieu thereof "23". 

(3) EFFECTIVE DATE.-The amendments 
ma.de by this subsection sha.ll apply to the 
estates of decedents dying after December 31, 
1976. 

(m) DISCLAIMER BY SURVIVING SPOUSE 
WHERE INTEREST PASSES TO SUCH SPOUSE.

(!) IN GENERAL.-Pa.ra.graph (4) of section 
2518 (b) (defining qualified disclaimer) is 
amended to read a.s follows: 

"(4) as a result of such refusal, the interest 
passes without any direction on the part of 
the person making the disclaimer and passes 
elther-

"(A) to the spouse of the decedent, or 
"(B) to a. person other than the person 

ma.king the disclaimer." 
(2) EFFECTIVE DATE.-The amendment made 

by pa.rs.graph (1) shall apply to transfers 
creating an interest in the person dlscla.im
lng made a.fter December 31, 1976. 

(n) AMENDMENTS RELATING TO TAX ON GEN· 
ERATION·SKIPPING TRANSFERS.-

( 1) EFFECTIVE DATE OF GENERATION-SKIPPING 
TRANSFER PROVISIONS.-Section 2006(c) of the 
Tax Reform Act of 1976 (relating to effective 
da.te of generation-skipping transfer provi
sions) is a.mended by striking out "April 30, 
1976" each place it appears and inserting in 
lieu thereof "June 11, 1976". 

(2) CERTAIN POWERS OF INDEPENDENT TRUST· 
EES NOT TREATED AS POWERS.-Subsectlon (e) 
of section 2613 (relating to definitions for 
purposes of the tax on genera.tlon-sklpplng 
transfers) ls amended to read as follows: 

"(e) CERTAIN POWERS NOT TAKEN INTO 
ACCOUNT.-

" ( 1) LIMITED POWER TO APPOINT AMONG 
LINEAL DESCENDANTS OF THE GRANTOR.-For 
purposes of this chapter, an individual shall 
be treated as not having any power in a 
trust if such individual does not have any 
present or future power in the trust other 
than a. power to dispose of the corpus of the 
trust or the income therefrom to a. benefici
ary or a. class of beneficiaries who a.re lineal 

descendants of the grantor assigned to a 
generation younger than the generation as
signment of such individual. 

"(2) POWERS OF INDEPENDENT TRUSTEES.
" (A) IN GENERAL.-For purposes of this 

chapter, an individual shall be treated as not 
having any power in a. trust if such 
lndivldual-

"(l) ls a. trustee who has no interest in the 
trust, 

"(11) is not a. related or subordinate trus
tee, and 

"(111) does not have any present or future 
power in the trust other than a power to dis
pose of the corpus of the trust or the income 
therefrom to a. beneficiary or a class of bene
ficiaries designated in the trust instrument. 

"(B) RELATED OR SUBORDINATE TRUSTEE DE· 
FINED.-For purposes of subparagraph (A), 
the term 'related or subordinate, trustee' 
means any trustee who is assigned to a youn
ger generation that the grantor's generation 
and who is--

"(1) the spouse of the grantor or of any 
beneficiary, 

"(11) the father, mother, lineal descendant, 
brother, or sister of the grantor of any bene
ficiary, 

"(111) an employee of a. corporation in 
which the stockholdlngs of the grantor, the 
trust, and the beneficiaries of the trust are 
significant from the viewpoint of voting con
trol, 

"(iv) an employee of a. corporation in 
which the grantor or any beneficiary of the 
trust ls a.n executive." 

"(iv) a partner of a. partnership in which 
the interest of the grantor, the trust, and 
the beneficiaries of the trust are significant 
from the viewpoint of operating control or 
distinctive share of partnership income,". 

"(v) an employee of a. corporation in which 
the grantor or any beneficiary of the trust ls 
an executive, or 

"(vi) an employee of a partnership in 
which the grantor or any beneficiary of the 
trust is a partner.". 

(3) CLARIFICATION OF SECTION 2613 (b) (2) 
<B> .-Subparagraph (B) of section 2613(b) 
(2) defining taxable termination for purposes 
of the tax on generation-skipping transfer) 
ls amended-

(A) by striking out "a.n interest and a pow
er" and inserting in lieu thereof "a present 
interest and a present power", and 

(B) by striking out "interest or power" 
and inserting in lieu thereof "present inter
est or present power". 

(4) ALTERNATE VALUATION IN CERTAIN CASES 
WHERE THERE IS A TAXABLE TERMINATION AT 
DEATH OF OLDER GENERATION BENEFICIARY.-

(A) IN GENERAL.-Subparagraph (A) of 
Eectlon 2602 ( d) ( 1) (relating to alternate 
valuation) is amended by inserting "(or at 
the same time as the death of a beneficiary 
of the trust assigned to a higher generation 
than such deemed transferor)" after "such 
deemed transferor". 

(B) SPECIAL RULES.-Subparagra:ph (A) of 
section 2602(d) (2) (relating to special rules 
for alternate valuation) is amended by In
serting "(or beneficiary)" after "the deemed 
transferor". 

( 5) EFFECTIVE DATE.-
( A) Except as provided in subparagraph 

(B), the amendments made by this subsec
tion shall take effect as if included in chap
ter 13 of the Internal Revenue Code of 1954 
as added by section 2006 of the Tax Reform 
Act of 1976. 

(B) The amendment made by paragraph 
( 1) shall take effect on October 4, 1976. 

(0) ADJUSTMENT IN INCOME TAX ON AC
CUMULATION DISTRIBUTIONS FOR PORTION OF 
ESTATE AND GENERATION-SKIPPING TRANSFER 
TAXES.-

(1) IN GENERAL.-Subsectlon (b) of sec
tion 667 (relating to tax on accumulation 
distribution) is amended by adding at the 
end thereof the following new para.graph: 

"(G) ADJUSTMENT IN PARTIAL TAX FOR ES· 
TATE AND GENERATION-SKIPPING TRANSFER 
TAXES ATTRIBUTABLE TO PARTIAL TAX.-

" (A) IN GENERAL.-The partial ta.x shall 
·be reduced by an amount which is equal to 
the predeath portion of the partial tax 
multiplied by a fra.ction-

"(i) the numerator of which is that por
tion of the ta.x imposed by chapter 11 or 13, 
as the case may be, which is attributable 
(on a. proportionate basis) to a.mounts in
cluded in the accumulation distribution, and 

"(11) the denominator of which is the 
amount of the accumulation distribution 
which is subject to the ta.x imposed by 
chapter 11 or 13, as the case may be. 

'"(B) PARTIAL TAX DETERMINED WITHOUT 
REGARD TO THIS PARAGRAPH.-For purposes of 
this paragraph, the term 'partial tax' mea.ns 
the partial tax imposed by subsection (a) (2) 
determined under this subsection without 
regard to this paragraph. 

"(C) PRE-DEATH PORTION.-For purposes of 
this para.graph, the pre-death portion of the 
partial tax shall be a.n amount which bes.rs 
the same ratio to the partial tax a.s the por
tion of the accumulation distribution which 
is attributable to the period before the date 
of the death of the decedent or the da.te of 
the generation-skipping transfer bears to the 
total accumulation distribution." 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply-

(A) ln the ca.se of the tax imposed by 
chapter 11 of the Internal Revenue Code of 
1954, to the estates of decedents dying a.fter 
December 31, 1979, a.nd 

( B) in the case of the tax imposed by 
chapter 13, to any generation-skipping trans
fer (within the meaning of section 26ll(a) 
of such Code) made after June 11, 1976. 

(p) RELIEF OF EXECUTOR FROM PERSONAL 
LIABILITY IN THE CASE OF RELIANCE ON GIFT 
TAX RETURNS.-

( 1) IN GENERAL.-Sectlon 2204 (relating to 
discharge of fiduciary from personal Uablllty) 
is a.mended by adding at the end thereof the 
following new subsection: 

"(d) Goon FAITH RELIANCE ON GIFT TAX 
RETURNs.-If the executor in good fa.1th 
relies on gift tax returns furnished under 
section 6103(e) (3) for determining the de
cedent's adjusted taxable gifts, the executor 
shall be discharged from personal liablllty 
with respect to any deficiency of the tax 
imposed by this chapter which is attributable 
to adjusted taxable gifts which-

" ( 1) are made more than 3 yea.rs before 
the date of the decedent's death, and 

"(2) a.re not shown on such returns.". 
(2) EFFECTIVE DATE.-The amendment 

ma.de by para.graph ( 1) sha.11 apply with 
respect to the estates of decedents dying 
after December 31, 1976. 

(q) AMENDMENT OF GOVERNING !NSTRU· 
MENTS TO MEET REQUIREMENTS FOR GIFTS OF 
SPLIT INTEREST TO CHARITY.-In the case of 
deductions under sections 170, 2055, a.nd 
2522 of the Internal Revenue Code of 1954 
to which the limitations of sections 170(f) 
(2), 2055(e) (2) (B), and 2522(c) (2) of such 
Code apply, provisions comparable to sec
tion 2055(e) (3) of such Code shall apply 
except that the date "1978" sha.11 be sub
stituted for "1977" wherever it appears in 
section 2055 ( e) (3) of such Code. 

(r) INDEXING OF FEDERAL TAX LIENS.-
(1) IN GENERAL.-Paragra.ph (4) of section 

6323(f) (relating to indexing of tax liens) 
is amended to read as follows: 

" ( 4) INDEXING REQUIRE!> WITH RESPECT TO 
CERTAIN REAL PROPERTY.-In the case of real 
property, if-

"(A) under the laws of the Sta.te in which 
the real property is located, a. deed is not 
valid as against a purchaser of the property 
who (at the time of purchase) does not have 
actual notice or knowledge of the existence 
of such deed unless the fact of filing of such 
deed has been entered and recorded in a 
public index at the place of fl.Ung in such a 
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manner that a reasonable inspection of the 
index will reveal the existence of the deed, 
and 

"(B) there is maintained ( at the applicable 
office under paragraph ( 1) ) an adequate sys
tem for the public indexing of Federal tax 
liens, 
then the notice of lien referred to in subsec
tion (a) shall not be treated as meeting the 
filing requirements under paragraph ( 1) un
less the fact of filing is entered and recorded 
in the index referred to in subparagraph (B) 
in such a manner that a reasonable inspec
tion of the index will reveal the existence 
of the lien.". 

(2) REFILING OF NOTICE OF LIEN.--Section 
6323(g) (2) (A) (relating to refiling of notice 
of lien) is amended to read as follows: 

"(A) if-
" ( 1) such notice of lien is refiled in the 

office in which the prior notice of lien was 
filed, and 

" (ii) in the case of real property, the fact 
of refiling is entered and recorded in an index 
to the extent required by subsection (f) (4); 
and". 

(3) EFFECTIVE DATE.-
(A) The amendments made by this sub

section shall apply with respect to liens, other 
security interests, and other interests in real 
property acquired after the date of the enact
ment of this Act. 

( B) If, after the date of the enactment o:t 
this Act, there is a change in the application 
(or nonapplication) of section 6323(f) (4) of 
the Internal Revenue Code of 1954 (as 
amended by paragraph (1)) with respect to 
any filing jurisdiction, such change shall ap
ply only with respect to liens, other security 
interests, and other interests in real property 
acquired after the date of such change. 

( S) CLERICAL AMENDMENTS.-
( 1) CLERICAL AMENDMENTS WITH RESPECT TO 

SECTION 6694.-
(A) IN GENERAL.-Section 6694 (relating to 

failure to file information with respect to 
carryover basis property) which was added 
by section 2005(d) (2) of the Tax Reform 
Act of 1976 is redesignated as section 6698. 

{B) DEFICIENCY PROCEDURES NOT TO 
APPLY.--Section 6698 (as redesignated by 
subparagraph (A)) is amended by adding at 
the end thereof the following new 
subsection: 

"(c) DEFICIENCY PROCEDURES NOT To 
APPLY.-Subcbapter B of chapter 63 (relat
ing to deficiency procedures for income, 
estate, gift, and certain excise taxes) shall 
not apply in respect of the assessment or col
lection of any penalty imposed by subsec
tion (a)." 

{C) TABLE OF SECTIONS.-The table of sec
tions for subchapter B of chapter 68 is 
amended by striking out 
"Sec. 6694. Failure to file information with 

respect to carryover basis 
property." 

and inserting in lieu thereof the following: 
"Sec. 6698. Failure to file information with 

respect to carryover basis 
property." 

( 2) CLERICAL AMENDMENT TO SECTION 
2051.-Section 2051 (defining taxable estate) 
is amended by striking out "exemption and". 

( 3) CLERICAL AMENDMENT TO SECTION 1016 
<a> .-Subsection (a) of section 1016 (relat
ing to adjustments to basis) is amended by 
redesignating paragraph (23) as paragraph 
(21). 

( 4) CLERICAL AMENDMENT TO SECTION 
6324B <b> .--Subsection (b) of section 6324B 
(relating to period of lien for additional 
estate tax attributable to farm, etc., valua
tion) is amended by striking out "qualified 
farm real property" and inserting in lieu 
thereof "qualified real property". 

(5) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to estates 
of decedents dying after December 31, 1976. 

SEC. . CORRETIONS OF PUNCTUATION, SPELL
ING, INCORRECT CROSS REFERENCES, 
ETC. 

(a) ERRONEOUS CROSS REFERENCE IN IN
VESTMENT CREDIT.-

( l) AMENDMENT- OF SECTION 46 (f) (8) .
The first sentence of paragraph (8) of sec
tion 46(f) is amended by striking out "sub
section (a) (6) (D)" and inserting in lieu 
thereof "subsection (a) (7) (D) ". 

(2) AMENDMENT OF SECTION 46 (g) (5) .
Paragraph (5) of section 46(g) (relating to 
definitions) is amended by striking out 
"Merchant Marine Act, 1970" and inserting 
in lieu thereof "Merchant Marine Act, 1936". 

(3) AMENDMENT OF SECTION 48(d) (1) (Bl.
Subparagraph {B) of section 48(d) (1) is 
amended by striking out "section 46(a) (5)" 
and inserting in lieu thereof "section 46 (a) 
(6)". 

(4) AMENDMENT OF SECTION 84 (d) (4) (D) .
Subparagraph (D) of section 48(d) (4) is 
amended by striking out "section 57(c) (2)" 
and i nserting in lieu thereof "section 57 ( c) 
(1) (B)". 

(b) PREPAID LEGAL SERVICES.-
( 1) Paragraph ( 2) of section 2134 ( e) of 

the Tax Reform Act of 1976 is amended by 
striking out "section 120(d) (6)" and in
serting in lieu thereof "section 120(d) (7) ". 

(2) Paragraph (20) of section 501 (c) is 
amended by striking out "section 501 ( c) 
( 20) " and inserting in lieu thereof "this 
paragraph". 

{ C) AMENDMENTS RELATING TO SECTIONS 
219 AND 220.-

( l) AMENDMENT OF SECTION 219(C) (4).

Paragraph (4) of section 219(c) (relating to 
participation in gover:::imental plans by cer
tain i r. dividuals) is amended by striking out 
"subsection (b) (3) (A) (iv)" each place it 
appears and inserting in lieu thereof "sub
section (b) (2) (A) (iv)". 

(2) AMENDMENT OF SECTION 220 (b) (1) 

<A> .-Subparagraph (A) of section 220(b) 
( 1) (relating to retirement savings for cer
tain married individuals) is amended by 
striking out "amount paid to the account or 
annuity, or for the bond" and inserting in 
lieu thereof "amount paid to the account, 
for the annuity, or for the bond". 

(3) AMENDMENT OF SECTION 220 (b) (4) .
Paragraph (4) of section 220(b) is amended 
by inserting "described in subsection (a)" 
after "any payment". 

(4) AMENDMENT OF SECTION 408 (d) (4) .

Subparagraph (A) of section 150l(b) (5) of 
the Tax Reform Act of 1976 is amended to 
read as follows: 

"(A) by inserting 'or 220' after '219' each 
place it appears, and". 

(5) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to tax
able years beginning after December 31, 
1976. 

(d) ACCRUAL ACCOUNTING FOR FARM CoR
PORATIONS.-Subsections (a) and (g) (2) of 
section 447 are each amended by striking out 
"preproductive expenses" and inserting in 
lieu thereof •'preproductive period ex
penses." 

( e) AMENDMENT OF SECTION 911.--Subsec
tion (c) of section 911 is amended by redes
ignating paragraph (8) as paragraph (7). 

(f) TRANSITION RULE FOR PRIVATE FoUN
DATIONS.-Subparagraph (F) of section 101 
(1) (2) of the Tax Reform Act of 1969 (relat
ing to private foundations savings provi
sions) is amended by striking out the period 
at the end of clause (1) and inserting in lieu 
thereof a comma. 

(g) LOBBYING BY PUBLIC CHARITIES.-
(1) LOBBYIN.G NONTAXABLE AMOUNT.-Para

graph (2) of section 4911 (c) (defining lobby
ing nontaxable amount) is amended by strik
ing out "proposed expenditures" in the head
ing of the table contained in such paragraph 
and inserting in lieu thereof "exempt pur
pose expenditures". 

(2) TECHNICAL AMENDMENTS RELATING TO 
SECTION 5·01.-

(A) Section 2(a) of Public Law 94-568 is 
amended by striking out "subsection (h) as 
subsection (i) and by inserting after subsec
tion (g)" and inserting in lieu thereof "sub
section (1) as subsection {j) and by insert
ing after subsection (h) ". 

(B) Subsection {g) ~f section 501 of the 
Internal Revenue Code of 1954 (as inserted 
by section 2(a) of Public Law 94-568) is re
designated as subsection (1). 

(C) The amendments made by this para.
graph shall take effect on October 20, 1976, 
as if included in Public Law 94-568. 

(h) AMENDMENTS TO FOREIGN TAX PROVI
SIONS.-

(1) Paragraph (2) of section 1035(c) of 
the Tax Reform Act of 1976 (relating to tax 
credit for production-sharing contracts) is 
amended-

( A) by inserting " ( as defined in section 
907 ( c) of such Code) " after "gas extraction 
income" in subparagraph (A), and 

(B) by striking out "(as defined in section 
907 ( c) ( 1) of such Code) " in subparagraph 
(B) and inserting in lieu thereof "(as so 
defined)". 

(2) Para.graph (1) of section 999{c) (relat
ing to international boycott factor) is 
amended by striking out "995(b) (3)" and in
serting in lieu thereof "995(b) {l) (F) (ii)". 

(3) Paragraph (2) of section 999(c) is 
amended by striking out "995(b) (1) {D) (ii)" 
and inserting in lieu thereof "995(b) (1) (F) 
(11) " . 

( 1) AMENDMENTS TO DISC PROVISIONS.
( 1) The last two sentences of section 99li 

{b) (1) (relating to deemed distributions to 
shareholders of a DISC) are amended-

(A l by striking out "gross income (taxable 
income in the case of subparagraph (D))" 
and inserting in lieu thereof "income"; a.nd 

(B) by striking out "subpara.graph (E)" 
and inserting in lieu thereof "subparagraph 
(G)". 

(2) Subparagraph (G) of section 995(b) 
( 1) is amended by striking out "subsection 
(D)" and inserting in lieu thereof "subsec

tion (d)". 
(3) Paragraph (2) of section 996(a) (relat

ing to qualifying distributions) is amended 
by striking out "section 995-(b) ( 1) (E)" and 
inserting in lieu thereof "section 995(b) (1) 
(G)". 

(4) Paragraph (5) of section 1101 (g) of 
the Tax Reform Act of 1976 is amended by 
striking out "section 993 ( e) ( 3)" and insert
ing in lieu thereof "section 995 ( e) ( 3) ". 

(j) AMENDMENTS RELATING TO DEADWOOD 
PROVISIONS.-

( l) TAX EXEMPT GOVERNMENTAL OBLIGA
TIONS.-

(A) The heading of paragraph (1) of sec
tion 103(b) is amended to read as follows: 

" ( 1) SUBSECTION (a) (1) OR ( 2) NOT TO AP• 
PLY.-". 

(B) Paragraph (1) of section 103(c) is 
amended by striking out "(a) (1) or (4)" 
each place it appears (including in the 
paragraph heading) and inserting in lieu 
thereof" (a) ( 1) or (2) ". 

(C) Subparagraph (A) of section 103(c) (2) 
is amended by striking out "subsection (a) 
( 1) or (2) or ( 4)" and inserting in lieu 
thereof "subsection (a) (1) or (2)". 

(D) Paragraph (5) of section 103{c) is 
amended by striking out "subsection {d) (2) 
(A)" and inserting in lieu thereol'. "para
graph (2) (A)". 

(E) Subsection (d) of section 103 is 
amended by striking out "subsection ( c) ( 4) 
(G)" and inserting in lieu thereof "subsec
tion (b) (4) (G) ". 

(2) AMENDMENTS RELATING TO SECTION 311 
(d){2) .-

(A) Subsection (b) of section 2 of the 
Bank Holding Company Tax Act of 1976 is 
amended-

(1) by striking out "subparagraph (F)" 
and inserting in lieu thereof "subparagraph 
(E)",and 
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{11) by striking out "subpara.graph (G)" 

and inserting in lieu thereof "subparagraph 
(F)". 

(B) Subparagraph (H) of section 311 (d) 
(2) is redeslgnated as subparagraph (G). 

(C) The amendments made by this para
graph shall take effect as if included in sec
tion 2(b) of the Bank Holding Company Tax 
Act of 1976. 

(3) AMENDMENT TO SECTION 453 CC) .-Para
graph (3) of section 453(c) ls amended

(A) by striking out "(or by the correspond
ing provisions of prior revenue laws)" in the 
first sentence, and 

(B) by striking out the last sentence. 
(4) AMENDMENT OF SECTION 801 cg) .-Para

graphs (1) (B) (ii) and (7) of section 801(g) 
are each amended by striking out "subpara
graph (A) (B), (C), (D), or (E) of section 
805 ( d) ( 1) " and inserting in lieu thereof 
"any paragraph of section 805(d) ". 

(5) AMENDMENT OF SECTION 1033 Ca) (2) .
Clause (11) of section 103(a) (2) (A) is 
amended by striking out "subsection (c)" 
and inserting in lieu thereof "subsection 
(b)". 

(6) AMENDMENT OF SECTION 1375 ca).
Paragraph (2) of section 1375(a) is amended 
by striking out "such excess" each place it 
appears and inserting in lieu thereof "such 
gain". 

(7) AMENDMENT OF SECTION 1561 Cb) C3) .
Paragraph (3) of section 1561(b) is amended 
by striking out "804(a) (4)" and inserting 
in lieu thereof "804(a) (3) ". 

(8) AMENDMENTS OF SECTION 1402.-
(A) The last paragraph of section 1402(a) 

of the Internal Revenue Code of 1954 (defini
tion of net earnings from self-employment) 
ls amended by striking out "subsection (1)" 
each place it appears and inserting in lieu 
thereof "subsection (h) ". 

(B) Section 1402(c) (6) of such Code (defi
nition of trade or business) ls amended 
by striking out "subsection (h)" and insert
ing in lieu thereof "subsection (g) ". 

(9) AMENDMENT TO SECTION 46 ca) .--Sub
paragraph (C) of section 1901(b) (1) of the 
Tax Reform Act of 1976 ls amended by strik
ing out "Section 46(a) (3)" and inserting in 
lieu thereof "Section 46 (a) ( 4) ". 

(10) AMENDMENT RELATING TO SECTION 
6504.-Subparagraph (D) of section 1901 (b) 
(37) of the Tax Reform Act of 1976 is 
amended by striking out "6515" and insert
ing in lieu thereof "6504." 

(11) TERRITORIES.-Subsection (c) of sec
tion 1901 of the Tax Reform Act of 1976 (re
lating to Territories) is amended by striking 
out paragraph (1) thereof. 

( 12) ESTATE AND GIFT TAXES EFFECTIVE 
DATE.--Subsection (c) of section 1902 of the 
Tax Reform Act of 1976 is amended to read 
as follows: 

"(c) EFFECTIVE DATES.-
" ( 1) ESTATE TAX AMENDMENTS.-The 

amendments made by paragraphs (1) 
through (8), and paragraphs (12) (A), (B), 
and (C), of subsection (a) and by subsection 
(b) shall apply in the case of estates of de
cedents dying after the date of the enact
ment of this Act, and the amendment made 
by paragraph (9) of subsection (a) shall 
apply in the case of estates of decedents dy
ing after December 31, 1970. 

"(2) GIFT TAX AMENDMENTS.-The amend
ments made by paragraphs (10), (11), and 
(12) (D) and (E) of subsection (a) shall ap
ply with respect to gifts made after Decem
ber 31, 1976." 

(13) EFFECTIVE DATE FOR AMENDMENT MADE 
BY SECTION 190 ca> C22) CA) .-Notwithstanding 
section 1904 (d) of the Tax Reform Act of 
1976, the amendment made by section 1904 
(a) (22) (A) of such Act shall take effect on 
the date of the enactment of such Act. 

(14) AMENDMENTS TO SO~IAL SECURITY 
ACT.-

{A) Section 202{v) of the Social Security 
Act ls amended by striking out "section 1402 
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(h)" each place it appears and inserting in 
lieu thereof "section 1402(g) ". 

(B) Section 205(p) (3) of such Act is 
amended by striking out "Secretary of the 
Treasury" and inserting in lieu thereof "Sec
retary of Transportation". 

(C) Section 210(a) (6) (B) (v) of such Act 
is amended by striking out "Secretary of the 
Treasury" and inserting in lieu thereof "Sec
retary of Transportation". 

(D) Section 211 (a) (2) of such Act is 
amended by striking out "(other than inter
est described in section 35 of the Internal 
Revenue Code of 1954) ". 

(E) Section 2ll(c) (6) of such Act is 
amended by striking out "section 1402(h)" 
and inserting in lieu thereof "section 
1402(g) ". 

(k) CAPITAL Loss CARRYOVERS.-Clause (11) 
of section 1212(a) (1) (C) (relating to capital 
loss carryovers for foreign expropriation 
losses) is amended by striking out "exceeding 
the loss year" and inserting in lieu thereof 
"succeeding the loss year". 

(1) AMENDMENTS RELATING TO CERTAIN AIR
CRAFT MUSEUMS.-

( I) Paragraph (2) of section 4041(h) (de
fining aircraft museum) is amended by strik
ing out "term 'aircraft' means" and inserting 
in lieu thereof "term 'aircraft museum' 
means". 

(2) Subsection (1) of section 4041 (as 
added by section 1904 (a) ( 1) ( C) of the Tax 
Reform Act of 1976) is redesignated as sub
section (J). 

(3) Subsection (d) of section 6427 (relating 
to repayment of tax on fuels used by certain 
aircraft museums) is amended by striking 
out " Secretary or his delegate" and inserting 
in lieu thereof "Security". 

(4) Paragraph (1) of section 7609(c) (de
fining summons to which section applies) ls 
amended by striking out "6427(e) (2)" and 
inserting in lieu thereof "6427(f) (2) ". 

(m) INSPECTION BY COMMITTEE OF CoN
GRESS.-Paragraph (2) of section 6104(a) 
(relating to inspection by committee of Con
gress) is amended by striking out "Section 
6103(d)" and inserting in lieu thereof "Sec
tion 6103 (f) ". 

(n) AMENDMENT OF SECTION 6501.-Sub
sections (h), (J), and (o) of section 6501 
are each amended by striking out "section 
6213(b) (2)" and inserting in lieu thereof 
"section 6213(b) (3) ". 

( 0) CONFORMING AMENDMENTS TO NEW DEF
INITION OF TAXABLE INCOME.-

(!) Subparagraph (A) of section 443(b) 
(2) (relating to computation based on 12-
month period) is amended-

(A) by striking out "taxable income" the 
second and third places it appears in clause 
(i) and inserting in lieu thereof "modified 
taxable income", and 

(B) by amending clause (ii) to read as fol
lows: 

"(ii) the tax computed on the sum of the 
modified taxable income for the short period 
plus the zero bracket amount." 

(2) Paragraph (1) of section 443(b) ls 
amended by striking out "gross income for 
such short period (lllinus the deductions al
lowed by this chapter for the short period, 
but only the adjusted amount of the deduc
tions for personal exemptions) " and insert
ing in lieu thereof "modified taxable income 
for such short period". 

(3) Subsection (b) of section 443 is 
amended by adding at the end thereof the 
following new paragraph: 

"(3) MODIFIED TAXABLE INCOME DEFINED.
For purposes of this subsection the term 
'modified taxable income' means, with respect 
to any period, the gross income for such 
period minus the deductions allowed by this 
chapter for such period (but, in the case of a 
short period, only the adjusted amount of 
the deductions for personal exemptions)." 

(4) The amendments made by this subsec
tion shall apply to taxable years beginning 
after December 31, 1976. 

(p) CONFORMING AMENDMENTS TO REPEAL 
OF SECTION 317 OF TRADE EXPANSION ACT OP 
1962.-

(1) AMENDMENTS OF SECTION 172.-
(A) Subparagraph (A) of section 172(b) 

( 1) (relating to years to which loss may 
be carried) is amended to read as follows: 

"(A) Except as provided in subparagraphs 
(D), (E), (F), and (G), a net operating 
loss for any taxable year shall be a net op
era ting loss carryback to each of the 3 tax
able years preceding the taxable year of such 
loss." 

(B) Paragraph (3) of section 172(b) (re
lating to special rules) is amended by strik
ing out subparagraphs (A) and (B) and by 
redesignating subparagraphs (C), (D), and 
(E) as subparagraphs (A), (B), and (C) 
respectively 

(C) Subparagraph (B) of section 172(b) 
(3) (as redesignated by subparagraph (B)) 
is amended by striking out "subparagraph 
(C) (iii)" each place it appears and insert
ing in lieu thereof "subparagraph (A) (iii)". 

(2) AMENDMENT OF SECTION 6501Ch).
Subsection (h) of section 6501 (relating to 
net operating loss or capital loss carryback) 
is amended by striking out the last sen
tence. 

(3) AMENDMENT OF SECTION 6511 Cd) C2) .
The first sentence of section 65ll(d) (2) (A) 
(relating to special period of limitation for 
~et operating loss or capital loss carrybacks) 
1s amended by striking out "except that--" 
and all that follows down through the pe
riod at the end of such sentence and insert
ing in lieu thereof the following: "except 
that with respect to an overpayment at
tributable to the creation of, or an increase 
in, a net opera ting loss carry back as a result 
of the elimination of excessive profits by a 
renegotiation (as defined in section 1481 (a) 
( 1) (A), the period shall not expire before 
the expiration of the 12th month following 
the month in which the agreement or order 
for the elimination of such excessive profits 
becomes .linal." 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply with 
respect to losses sustained in taxable years 
ending after the date of the enactment of 
this Act. 

(q) CONFORMING AMENDMENT TO REPEAL OF 
SECTION 2 OF THE EMERGENCY INSURED STU
DENT LOAN ACT OF 1969.-

( 1) IN GENERAL.-Paragraph ( 5) of section 
103(d) (relating to arbitrage bonds) ls 
amended by striking out "section 2 of the 
Emergency Insured Student Loan Act of 
1969" and inserting in lieu thereof "section 
438 of the Higher Education Act of 1965". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply with re
spect to payments made by the Commis
sioner of Education after December 31, 1976. 

(r) EFFECTIVE DATE.-Except as otherwise 
provided, the amendments made by this 
section shall take effect on October 4, 1976. 

Mr. LONG. Mr. President, as I under
stand it, this amendment was agreed to 
unanimously as an amendment to the 
bill. I ask it be added to the committee 
substitute. 

Mr. PROXMffiE. Before we act on 
that, will the Senator inform us whether 
911 is included in there, the overseas 
matter? 

Mr. LONG. It is included. 
Mr. PROXMmE. It is included, and 

this would have no revenue effect what
soever, simply a technical modification? 

Mr. -LONG. It is minor revenue ef
fect which is taken into consideration. 
This is already on the bill itself. This 
has been taken into account. The bill 
passed by the House, before they passed 
the bill we are presently considering, and 
it had been added to the bill. It simply 
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is a matter of being added to the commit
tee amendment. 

Mr. PROXMIRE. I thank the Senator. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the amendment of 
the Senator from Louisiana. 

The amendment (UP No. 2044) was 
agreed to. 

Mr. MUSKIE. Mr. President, I do not 
know whether there are other Senators 
who wish time between now and 2 o'clock. 
I understand I have 12 % minutes left. 
I yield myself 30 seconds so that I may 
make one observation about the mount
ing costs of this bill. 

Now, Members who have been follow
ing the debate noted that many amend
ments have been adopted which have 
escaped the discipline of the 1979 con
current resolution, because the date has 
been slipped toward the end of this fis
cal year with the full year costs of the 
amendments not apparent until fiscal 
year 1980 and beyond. 

I simply want to say, as a rough es
timate at this point, certainly, we have 
added $10 billion in full year tax reduc
tions that will have full effect subsequent 
to fiscal year 1979. 

I am going to do my best, and I am 
sure the distinguished floor manager 
will cooperate fully in this, in describing 
the full year costs of amendments which 
have been added at dates which minimize 
the full year's costs in fiscal year 1979. 

I thought Members ought to under
stand that has taken place and that we 
have to take it into account before we 
ask Members to vote finally on this bill. 
But the total cost of that bill on a full 
year basis now is at least $50 billion, in
cluding the amendments which do not 
take effect fully in fiscal year 1979. 

So Members ought to understand that, 
that it is the sort of thing we do on the 
floor with tax bills, as my good friend, 
Senator LoNG, understands all too well, 
and we hope to have a complete analysis 
at that time. 

Mr. President, as I understand the 
parliamentary situation, Senator LONG 
and I share the time until 2 o'clock. At 
that time, we begin debate on the con
ference reports. At 3 o'clock, we begin de
bate on the Heinz amendment for 20 
minutes, which will then go to a vote 
about 3: 20, and then after that vote, 
there will be, hopefully, 20 minutes of 
time left to debate the first cloture mo
tion, and at 4 o'clock, we will have back 
to back votes on the conference reports, 
to be followed by a vote on the first clo
ture motion, and if that one fails, that 
we then have an hour of debate on the 
second cloture motion. 

That is as I understand the time situ
ation this afternoon. May I ask the Pre
siding Officer whether or not I have ac
curately described the scenario for the 
afternoon up until about 5 to 5: 30? 

The PRESIDING OFFICER. Let me 
say that the time from now until 2 
o'clock is under the control of the Sen
ator from Louisiana, the Senator from 
Wyoming, and the Senator from Maine. 

I say that from 2 to 3, the time is not 
under control, but will be used up in de
bating the conference reports, two differ
ent conference reports on the energy 
legislation. 

At 3 o'clock the Heinz amendment will First, we set up the Tax Court to take 
be laid down. care of the cases where an individual 

Mr. MUSKIE. How much time do I believes that the law has been misinter
have remaining between now and 2 preted or the IRS or the Government has 
o'clock? been arbitrary. The purpose of the Tax 

The PRESIDING OFFICER. Twelve Court is to take care of the special relief 
and a half minutes. provisions through the judicial process 

Mr. MUSKIE. I am happy to yield. and not by seeing who can hire the high-
Mr. PROXMIRE. If the Senator could est priced Washington, D.C. lawyer with 

yield me 10 minutes, I would appreciate the biggest political clout. 
it. If not, I would be happy to take only Second, where there is still a grievance 
part of it. or an inequity, the proper legislative 

Mr. MUSKIE. Let me have 2 minutes. procedures should be followed. Under the 
Mr. PROXMIRE. All right. Constitution tax bills should start in the 
Mr. MUSKIE. The Senator can have House. There should be a hearing, a re-

the rest of my time if no others wish it. port, a Treasury position, and a vote in 
Mr. President, I would simply like to the committee followed by passage or re

make this point about the first cloture jection by the House of Representatives. 
motion which will be voted on sometime On the Senate side, the same ·pro-
around 4: 30 this afternoon. cedures should be followed-hearings 

The effect of that motion, if approved markup, approval, a committee report, 
by the Senate, will be to set aside all placed on the calendar, and scheduling 
nongermane amendments, including the for passage. 
sunset amendment, the Glenn amend- So far as this Senator is concerned, 
ment to the sunset amendment. I am not if those procedures are followed I be
sure what the status of Humphrey- lieve the Senate should have a chance to 
Hawkins is with respect to that motion, vote a bill up or down, no matter how 
but I suspect it may affect that as well. good or how bad an amendment or pro-

If that cloture motion prevails, all vision is. And I have no objections to th,e 
nongermane amendments are ruled out Senate acting on amendments to tax 
for the balance of the consideration of bills which have general application. 
the tax bill. But instead, time after time, we are 

So I would like to make the point to confronted at the last minute with an 
those who are interested in the sunset amendment drawn up to benefit some 
amendment, particularly, because that is specific person or company, often with
of primary concern to me, that a vote for out a hearing or a report, with no bill 
cloture at that time is a vote against the from the House. Time and time again, 
consideration of the sunset bill, in con- we are asked to accept what is little more 
nection with this legislation, and, in my than a private relief bill as an amend
judgment, it will be the last effective ment to a bill establishing the general 
chance we will have, however, effective corporate tax rate, the level of taxes for 
that may be, it will be the last effective individuals, and policy with respect to 
chance that we will have to vote for sun- broad public tax issues. 
set. It was just such an amendment which 

I will repeat this theme at, roughly, provided one of the biggest loopholes 
quarter of 4, or thereabouts, if there is ever placed in a tax bill, the so-called 
time left after the vote on the Heinz unlimited charitable deduction provi
amendment. But I wanted to make that sion which was added to a general tax 
point, and only that point, at this bill to help a nun in Philadelphia. It 
moment. looked like a fine provision on behalf of 

Now I yield to the Senator from a worthy person, but it turned out to be 
Wisconsin. one of a handful of major causes why 

Mr. PROXMIRE. Mr. President, I some persons with millions of dollars in 
thank the distinguished Senator from income paid no taxes. 
Maine. I want to say, in fairness to the chair-

Mr. President, what I would like to ex- man of the Finance Committee and his 
plain to the Senate is the posture, and staff, that there has been a general im
I think I speak for the Senator from provement in the procedures, although 
Ohio, too, on this. He has been doing the I believe much is left to be done. 
kind of job I think we should do with He and his staff now generally provide 
respect to this bill. us with the facts of the amendments, the 

Mr. President, once again we have a Treasury position, who benefits, and the 
tax bill before us, and once again we are cost to the taxpayers. As a result the 
faced with the prospect of having a series "Christmas Tree" provisions have been 
of tax amendments, some already in the somewhat less bad recently, and because 
bill and some in the pockets of various of the information provided, some of us 
Senators, which would give tax relief for have been able to draw attention to them 
very narrow purposes and for the benefit and to stop them. But, for all the im-
of one or a very few taxpayers. provement, much still needs to be done. 

They are the "bearded, one-eyed man, Now let me be specific. 
with a limp," amendments, mostly In this bill, we already have some 
couched in general terms but with spe- . "bearded, one-eyed man, with a limp" 
cific dates and provisions which :imit amendments. 
their application to one or a few indi- First, there is the E. F. Hutton amend-
viduals or companies. ment. When E. F. Hutton talks, the Sen- · 

That is why I say a one-eyed man, with ate Finance Comnittee listens. The reve
a limp, because they have to be very spe- nue loss for the next 2 calendar years 
cial to qualify. under the amendment is between $7 and 

What is wrong with that? Here is the $9 million a year. The provision benefits 
answer. one security firm and only a very small 
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number of industrial corporations. It 
provides no benefit at all to State and 
local governments. 

Second, there is a Texas International 
Airways amendment worth several mil
lion dollars. 

Airlines have received very generous 
tax provisions in recent years. They have 
been able to take the 3-year carryback 
and 7-year carry forward provisions for 
investment credits which greatly helped 
them when their earnings were low. 

In addition, in 1976, this industry was 
given the option of taking a 10-year carry 
fon:ard in lieu of the 3-year carryback 
and 7-year carry forward provision. 

Further, the law that limited the in
vestment credit to offset no more than 
50 percent of tax liability was increased 
to allow the airlines to write off 100 
percent, thus using their nnused tax 
credits. 

Now one airline primarily, which, even 
with all these favorable general pro
visions, has been nnable to use all of its 
back credits, has come forward with a 
tax provision to allow them 1 more year 
or 11 years. 

It is possible that one or more other 
airlines will get some minor tax breaks 
from this provision, but essentially it is 
the Texas International Airways pro
vision-a relief bill for one company. 

The Treasury is opposed, but the 
amendment is in the bill. 

There are other provisions in the bill 
as well. Generally, the investment tax 
credit has been denied for investments in 
structures as opposed to machinery and 
capital equipment. But the committee 
bill provides it for pigpens, chicken 
coops, and greenhouses. 

The bill also provides an investment 
tax credit for breed and draft horses, 
although there is apparently no shortage 
of them demanding a tax incentive. 

There is an amendment benefiting two 
poultry producers, one in Maine and one 
in Arkansas, by exempting them from 
the 1976 reforms requiring large farm 
corporations to use the accrual method of 
accounting. Similar provisions were pro
vided for large sod farms. 

Not only are these amendments in the 
bill, but also, others are lurking in the 
cloakrooms and corridors, ready to be 
prooosed at the appropriate time. 

One amendment would mean about $3 
million to the New England Patriots 
football team. 

Yet another would allow an inde
dependent local newspaper to make tax 
deductible transfers to a tax exempt 
trust for the purpose of paying an 
owner's estate tax. 

When these amendments are proposed, 
I intend to ask certain specific questions 
about them. 

Is there a House-passed bill? 
Has there been a hearing on them? 
What is the Treasury position? 
What specific person or company will 

benefit from the provision? 
How much is the revenue loss? 
Have they sought a judgment in the 

Tax Court? 
The answers to these questions may 

be so embarrassing that they will be 
withdrawn or not pressed to a vote. They 
may help the managers of the bill re-

ject them. In some cases the objections 
can be met. In any case, I will certainly 
want to know the answers to these ques
tions before I give any nnanimous agree
ment for time to vote on them or not 
object to their passage. 

I think we should pass a general tax 
bill with general tax provisions. I am 
willing to vote general provisions up or 
down. But this bill should not be a ve
hicle for the private relief of every tax
payer with an alleged problem or who 
is seeking a special favor, or who has 
received bad advice, or who did not meet 
the provisions of the general law and 
wants a special exemption. 

Those problems should first go to the 
tax court. Second, individual bills should 
be taken up in proper sequence in the 
House and Senate, and judged separately 
on their merits. They should generally 
meet the approval of the Treasury or at 
least not be objected to. 

I hope very much, Mr. President, that 
that kind of procedure can be fallowed 
with respect to the debate on this bill and 
in the future. 

The PRESIDING OFFICER (Mr. 
CHILES). All time of the Senator from 
Maine has expired. 

The Senator from Louisiana has 4 
minutes remaining, and the Senator 
from Wyoming has a minute and a half. 

Mr. MOYNIHAN addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LONG. I yield 2 minutes to the 

Senator from New York. 
AMENDMENT NO. 3976 

(Purpose : To amend the Internal Revenue 
Code of 1954 to allow the tax-free rollovers 
of certain amounts received under section 
403(b) annuities) 

Mr. MOYNIHAN. Mr. President, I call 
up amendment No. 3976. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from New York (Mr. MOYNI
HAN) proposed an amendment numbered 
3976. 

Mr. MOYNIHAN. Mr. President, I ask 
nnanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 182, between lines 16 and 17, 

insert the following: 
SEC. 136. ROLLOVER OF DISTRmUTION UNDER 

SECTION 403(b) ANNUITY CON-
TRACT. 

(a) GENERAL RULE.-Subsection (b) of sec
tion 403 (relating to annuities purchased by 
certain exempt organizations and public 
schools) is amended by adding the following 
new paragraph: 

"(8) ROLLOVER AMOUNTS.-In the case of an 
annuity contract described in paragraph (1), 
if-

"(A) the balance to the credit of an em
ployee is patd to him in one or more dis
tributions which would constitute a lump 
sum distribution within the meaning of sec
tion 402(e) (4) (A) (determined without ref
erence to section 402 ( e) ( 4) ( B) ) if such an
nuity contract was described in section 403 
(a), 

"(B) (i) the employee transfers all the 
property he receives in such distribution to 
an individual account described in section 

408 (a) , an individual r.etirement annuity de
scribed in section 408(b) (other than an 
endowment contract) , or a retirement bond 
described in section 409, on or before the 
60th day after the day on which he received 
such property to the extent the fair market 
value of such property exceeds th.e amount 
referred to in section 402(e) (4) (D) (i) , or 

"(ii) the employee transfers all the prop
erty he receives in such distribution to an 
annuity contract described in paragraph (1) 
on or before the 60th day after the day on 
which he receiv.ed such property to the extent 
the fair market value of such property ex
ceeds the amount referred to in section 402 
(e) (4) (D) (1), and 

"(C) the a.mount so transferred consists of 
the property distributed to the extent that 
the fair market value of such property does 
not exceed the a.mount required to be trans
ferred pursuant to subparagraph (B), 
then such distribution is not includible in 
gross income for the year in which paid. For 
purposes of this paragraph, all annuity con
tracts described in paragraph (1) purchased 
by an employer shall be treated as a single 
contract, and section 402(e) (4) (C) shall not 
apply. For purposes of applying subparagraph 
(A), section 402(e) (4) (H) (relating to min
imum periods of service) shall be considered 
to be satisfied with respect to an employee 
if a.mounts were contributed by his employer 
for an annuity contract described in para
graph ( 1) for 5 or more taxable years before 
the taxable year in which such amounts a.re 
distributed. For purposes of this title, a 
transfer described in subparagraph (B) (1) 
shall be treated as a. rollover contribution de
scribed in section 408(d) (3) ." 

(b) ROLLOVER CONTRmUTION.-
(1) Subparagraph {A) of section 408(d) (3) 

(relating to rollover contributions) is 
amended by striking out clause (ii) and in
serting in lieu thereof the following: 

"(ii) (I) the entire amount received (in
cluding money and any other property) rep
resents the entire amount in the account or 
the entire value of the annuity, 

"(Il) no a.mount in the account and no 
part of the value of the annuity is attribut
able to any source other than qualified roll
overs and any earnings on such rollovers, and 

"(III) the entire a.mount thereof is pa.id to 
another trust (for the benefit of such indi
vidual), annuity plan, or contra.ct, referred 
to in the last sentence of this subparagraph 
not later than 60th day after the day on 
which he receives the payment or distribu
tion. 
For purposes of clause (ii), the term 'quali
fied rollover, means any rollover contribution 
from an employee's trust described in section 
401 (a) which is exempt from tax under sec
tion 501(a) or an annuity plan described in 
section 403(a.) (other than an annuity plan 
or trust forming part of a. plan under which 
the individual was an employee within the 
meaning of section 401(c) (1) at the time 
contributions were ma.de on his behalf under 
the plan) or from an annuity contract de
scribed in section 403(b) ." 

(2) Subparagraph (C) of section 409(b) 
(3) is amended-

(A) by striking out "or an annuity plan 
described in section 403 (a.) " and inserting 
in lieu thereof "an annuity plan described 
in section 403 (a), or an annuity contra.ct 
described in section 403(b) ", and 

(B) by striking out "annuity plan" ea.ch 
place it appears in the last sentence and 
inserting in lieu thereof "annuity plan or 
contract". 

(c) TREATMENT OF ROLLOVER CONTRmu
TIONS.-Section 403(b) (1) (relating to an
nuities purchased by certain exempt or
ganizations and public schools) is a.mended 
by adding at the end thereof the following 
sentence: "For purposes of applying the 
rules of this subsection to a.mounts con-
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tributed by an employer for a taxable year, 
amounts transferred to a contract described 
in this paragraph by reason of a rollover 
contribution described in paragraph (8) (B) 
(ii) of this subsection or section 408(d) (3) 
(A) (ii) or 409(d) (3) (C) shall not be con
sidered contributed by such employer." 

(d) Conforming Amendment.-
(1) Sections 219(b) (4), 220(b) (5), 408(a) 

(1), 409(a) (4), and 4973(b) (1) (A) are each 
amended by inserting "403(b) (8)," after 
"403(a) (4)," each place it appears. 

(2) Section 2039(e) is amended by insert
ing after "403(a)(4)," the following: "sec
tion 403(b) (8) (but only to the extent such 
contribution is attributable to a distribution 
from a contract described in subsection 
(c) (3)) ,". 

(3) Section 4973(c) (1) is amended by 
inserting after "account" the following: 
"(other than a rollover, contribution de
scribed in section 403(b) (8), 408(d) (3) (A) 
(ii), or 409 (d) (3) (C)) ". 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to distribu
tions or transfers made after December 31, 
1977, in taxable years beginning after that 
date. 

Mr. MOYNIHAN. Mr. President, this is 
a simple matter. It has no revenue effect. 
It is agreed to on both sides of the aisle. 
It is supported by the Department of the 
Treasury. 

This amendment simply would allow 
teachers and other employees of non
profit organizations to take the assets of 
their retirement plans and, when tr.ey 
leave one employment, reinvest them in 
the retirement plans of the new em
ployers or in individual retirement ac
counts. In this respect, they would be 
treated like their private sector counter
parts. 

This seems to me a sensible arrange
ment, particularly at a time when 
teachers incre~singly find they have to 
move from one school system to another. 

I ask the Senate to accept this amend
ment. 

Mr. LONG. Mr. President, I under
stand that the Treasury has no objection 
to the amendment and, so far as I know, 
there is no objection to it. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. MOYNIHAN. I thank the distin

guished chairman. I have one other 
matter. 

AMENDMENT 3978 

Mr. President, I call up printed amend
ment No. 3978. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from New York (Mr. MOY

NIHAN) proposes an amendment numbered 
3978. 

The PRESIDING OFFICER. The Sen
ator's 2 minutes have expired. 

Mr. LONG. I yield 1 additional minute 
to the Senator. 

Mr. MOYNIHAN. I thank the chair
man. 

Mr. President, I ask unanimous con
sent that reading of the amendment be 
dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place insert the follow

ing new section: 

SEC. . CERTAIN ORIGINAL STOCKHOLDERS OF 
COOPERATIVE HOUSING CORPORA
TIONS 

(a) IN GENERAL.-Subsection (b) of section 
216 (relating to deduction of taxes, interest, 
and business depreciation by cooperative 
housing corporation tenant-stockholder) is 
amended by adding at the end thereof the 
following new paragraph: 

" ( 6) STOCK OWNED BY PERSON FROM WHOM 
THE CORPORATION ACQUmED ITS PROPERTY.-

" (A) IN GENERAL.-!! the original seller ac
quires any stock of the corporation-

"(i) from the corporation by purchase, or 
"(ii) by foreclosure (or by instrument in 

lieu of foreclosure) of any purchase-money 
security interest in such stock held by the 
original seller, 
the original seller shall be treated as a. ten
ant-stockholder for a period not to exceed 
three years from the date of acquisition. 

"(B) ORIGINAL SELLER MUST HAVE RIGHT TO 
OCCUPY APARTMENT OR HOUSE.-Subpara.graph 
(A) shall apply with respect to any acquisi
tion of stock only if, together with such 
acquisition, the original seller acquires the 
right to occupy an apartment or house to 
which such stock is appurtenant. For pur
poses of the preceding sentence, there shall 
not be taken into account the fact that, by 
agreement with the corporation, the original 
seller or its nominee may not occupy the 
house or apartment Without the prior ap
proval of the corporation. 

"(C) ORIGINAL SELLER DEFINED.-For pur
poses of this paragraph, the term 'original 
seller' means the person from whom the cor
poration has acquired the apartments or 
houses (or leaseholds therein)." 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall apply to stock 
acquired after the date of the enactment of 
this Act. 

Mr. MOYNIHAN. Mr. President, this 
is a simple amendment. It has no rev
enue effect, and it is supported by the 
Treasury. 

It has to do with facilitating the de
velopment of cooperative housing. The 
present tax law requires that 80 per
cent of the income of a housing cor
poration be from tenant stockholders 
and that only individuals may be tenant 
stockholders. 

The problem is that when there is a 
somewhat high vacancy rate or when 
there are foreclosures, this 80 percent 
figure is sometimes not net. In conse
quence, the deductibility of interest and 
taxes for the individual tenant holder is 
in jeopardy. 

In 1976, an amendment was adopted 
which allowed the banks to be treated as 
tenant stockholders for a period of 3 
years, which covered the instances in 
which foreclosures occurred. 

This amendment would extend the 
same rules to sponsors of the project 
as well. It is important for new units 
under construction. 

I believe it has support on both sides. 
It has no revenue effects. It only facili
tates this kind of development. 

The PRESIDING OFFICER. The Sen
ator's 1 minute has expired. 

Mr. LONG. Mr. President, as the 
amendment has been modified, the 
Treasury supports the amendment, and 
I have no objection. 

The PRESIDING OFFICER. Will the 
Senator send a copy of his amendment 
to the desk? 

Mr. MOYNIHAN. The amendment is 
at the desk. 

The PRESIDING OFFICER. The 
amendment has not been printed as yet. 

Mr. MOYNIHAN. The amendment was 
filed Thursday. 

The PRESIDING OFFICER. Because 
of problems at the Printing Office-there 
is a tremendous backlog there-we do 
not have a copy. 

Mr. MOYNIHAN. We are searching for 
one now, Mr. President. 

Mr. HANSEN. Mr. President, what
ever time remains, I yield to the Sen
ator from Louisiana. 

Mr. LONG. I suggest that we vote on 
the amendment. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. PROXMIRE. What was the 
amendment? It has no revenue effect? 

Mr. MOYNIHAN. No revenue effect. It 
has been approved by the Treasury and 
agreed to on both sides. 

The PRESIDING OFFICER. Without 
objection, the amendment is agreed to. 

Mr. LONG. Mr. President, how much 
time remains? 

The PRESIDING OFFICER. There are 
2 minutes remaining. 

Mr. LONG. How much time do I have? 
The PRESIDING OFFICER. Two min

utes-all of it. 
Mr. LONG. Mr. President, I just want 

to respond to what was said by the Sen
ator from Maine with regard to the clo
ture matter. 

There are some important measures 
that Senators would like to see passed. 
Some have a majority vote to recommend 
them, but they are controversial. To at
tempt to add those nongermane matters 
to this bill will mean that the tax bill will 
not pass or that they will have to be 
taken off before the tax bill can pass. 

One of them is the sunset amend
ment-not very controversial in the pro
posal the Senator from Maine initiated, 
but the part by Mr. GLENN is controver
sial. If that is added to the bill, I do not 
think it could muster cloture, and I be
lieve it would result in a very lengthy, 
dragged-out debate, and the House might 
not take it. But those of us opposed to it 
do not feel that we want to let it go that 
far. 

And there is the Humphrey-Hawkins 
bill. I think most of us would like to vote 
for it, but that is going to require a con
siderable amount of consideration, and 
it cannot be passed on this bill. 

The textile quota amendment has a 
majority vote to recommend it. It is 
strenuously opposed by the President. It 
would add more controversy to the bill 
than this bill could stand, if the bill is go
ing to become law. 

There is a proposal for hospital cost 
containment waiting in the wings, and 
that is to be used as a hostage with re
spect to the passage of this bill. 

Then there is the matter of lock and 
dam 26 and the user charges. If that can
not be resolved, that might be used. 

Then, the Sugar Act might be used as 
something to be added to this bill, to try 
to bring about the enactment of some
thing that many Senators want, which 
might not be able to pass otherwise. 
• Mr. CLARK. Mr. President, I rise in 
support of the Muskie substitute amend
ment for S. 2. I believe it would provide 
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an effective mechanism to assure that 
Federal programs and regulations are 
subjected to rigorous scrutiny on a reg
ular basis-for most programs, a rotat
ing 10-year basis. It would force Con
gress to eliminate deadwood in these 
programs, and it would hold the bureau
crats who administer the programs ac
countable for what they do-or do not do. 

The amendent requires that all of the 
programs relating to a particular sub
ject would be reviewed at the same time, 
in order that duplication and overlap 
would be eliminated. 

It would, in effect, force the Congress 
to systematically face up to how well Fed
eral programs are working-and it would 
require such an appraisal be made of 
almost all Federal programs before they 
could be reauthorized. Reauthorization 
would be required at least once every 10 
years in accordance with a. strict 
schedule. 

Mr. President, a mechanism like this 
makes so much sense that it is hard to 
believe that we do not already have 
one--but we do not. Many-perhaps 
most government progrMnS have no 
time limit on them. 

For many reasons, Congress has 
focused on passing new laws, to a great 
extent. The result is that most programs 
go on and on, without any real review at 
all. 

I think that is wrong, and I think it is 
one of the main causes for many of the 
Government's current problems. 

It has made possible the gradual de
velopment of a maze of Government pro
grams that often overlap and even work 
at cross purposes to each other. It has 
allowed waste and inefficiency to flourish. 
And it has given Government officials 
license to be unresponsive and at times, 
even arrogant. 

Some individuals and committees in 
Congress have tried to chip away at this 
situation by doggedly reviewing the pro
grams under their jurisdiction. 

But isolated efforts are not enough. 
The Congress as a whole needs to be 
forced into taking on these kinds of 
tasks. A good sunset mechanism can do 
that. 

I believe Congress must face up to this 
task. It is obvious from many, many 
Government actions that something has 
gone wrong with our Government. It is 
obvious when the Government proposes 
to require Iowa farmers to put toilet 
facilities in their fields. Or when public 
housing projects built only a few years 
ago have to be torn down. And it is 
obvious that something's gone wrong 
when hundreds of employees at the 
Government's procurement agency are 
being investigated for taking kickbacks 
to influence government contracts. 

The Government often seems to care 
more about itself than the people it is 
supposed to serve. And it does not seem 
to be working well. 

It is not that we in Congress have 
been doing nothing about these prob
lems. we have. We try to deal with these 
specific problems, one at a time, as they 
occur. And, we use our committees to 
oversee the programs, one at a time, or 
even one part of a program at a time. 

These are band-aid approaches. They 

do not do anything about the causes of 
the problems; and, they do not prevent 
them from happening again and again. 
My office, like all congressional offices 
spends thousands of hours a year 
mediating between constituents and the 
Federal Government, trying to make 
agencies provide the kinds of services 
they are supposed to provide, and trying 
to make them stop doing things they 
are not supposed to do. 

Congress has a choice, I believe. It can 
develop and implement a system of pro
cedures that will require effective over
sight and control of the Government. It 
can systematically eliminate duplication, 
overlap, and deadwood. Or, it will almost 
certainly face meat axe cuts-cuts that 
will go deep into the muscle and vital 
organs of our Government in efforts to 
cut off the fat. 

I believe sunset is the most rational 
way I have come across to deal with the 
huge problems our Government faces 
today. 

I can see no reason why a government 
that is active in its efforts to help people 
who need help should be wasteful, inef
ficient, or muddleheaded. It does not 
have to be, and it should not be. 

I still have enough faith in society and 
Government to think that we can still 
make this Government work and work 
well. 

As I mentioned, the sunset approach 
makes so much sense, it is hard to be
lieve that we are not doing it already. 
But we are not, and I hope we will begin. 
I believe this sunset bill is a strong 
beginning and I hope my colleagues will 
join me in its support.• 
e Mr. WALLOP. Mr. President, I wish 
to commend the chairman and the mem
bers of the Senate Finance Committee 
who have worked diligently on the Tax 
Revenue Act. Their efforts toward the 
passage of this bill will help relieve some 
of the unintended tax burdens imposed 
by the Tax Reform Act of 1976. Clearly, 
were it not for the committee's efforts 
to address these problems, and the will
ingness of the Senate to pass this bill, 
millions of Americans would face tax 
treatment with harmful and in many 
cases, disastrous economic consequences 
which were not intended by Congress. 

There are several important tax prob
lems addressed in this legislation, but it 
is clear that the provisions in this bill 
pertaining to the carryover basis are 
among those most crucial to the well
being of the country. 

The committee's bill provides a delay 
in the carryover basis provisions until 
January 1, 1980. Conservations with 
Wyoming ranchers and tax consultants 
have demonstrated that the carryover 
basis provisions of the 1976 act must be 
repealed or dramatically altered. The 
delay in the implementation of the 
carryover basis provisions will allow 
Congress the time and opportunity to 
reexamine the effects of the carryover 
basis and draft a responsible alternative 
to the existing law. I wish to make it 
clear, Mr. President, that I would rather 
repeal the carry~ver basis and rid tax 
planners and small businessmen of this 
burden. Delaying the enactment of this 
provision with no clear indication of how 

the carryover basis will be changed does 
a disservice to those who are charged 
with the responsibility of interpreting 
estate tax laws. Adding further uncer
tainty to the estate tax laws makes es
tate planning an impossible task, requir
ing a planner to assume the worst case 
scenario for the tax treatment of his 
client's estate. Creating this uncertainty 
is a regrettable move, acceptable only 
because it prevents the enactment of 
carryover basis provision. 

The best remedy to this situation is to 
address the carryover basis question 
early in the next session of Congress, by 
holding hearings on its projected effects 
and draft a repeal or acceptable com
promise. I urge the Eenate Finance Com
mittee to follow through on the excellent 
job that they have done in the Tax Rev
enue Act Corrections Act by working on 
a permanent alternative to the present 
carryover basis provision as soon as pos
sible in the next session. 

Mr. President, it is essential to under
stand the effects of the carryover provi
sion. I would like to take a moment to 
illustrate why the carryover basis pro
vision troubles me and the people of my 
State so greatly, and why I continue to 
press for its repeal. The State of Wyo
ming is filled with small family-owned 
businesses and ranches. The lifeblood of 
our economy is tied to small, private 
enterprises. 

My concern is that the carryover basis 
will make it impossible for small busi
nesses and ranches to survive in Wyo
ming, and across the Nation. Prior to the 
1976 act, when a person died, his estate 
or his heirs received a new income cost 
basis for his assets-their Federal estate 
tax value. Under the carryover basis, the 
original acquisition cost of an asset will 
be carried over from a decedent to his 
heirs. In many instances ranches or 
farms in Wyoming have been held for a 
long period of time, and have a low cost 
basis. When the estate or heirs sell the 
ranch or a small family business, they 
will pay the tax based upon the differ
ence between the original costs and the 
cost at the time of the sale. 

The carryover basis reverses the trend 
toward making the tax laws more simple 
and more understandable. Complexity 
has increased in estate planning, requir
ing increased professional counsel and 
administrative costs. The cost basis of 
many articles in an estate are nearly im
possible to determine, and even where 
the cost is known, four different sets of 
calculations are necessary to arrive at the 
appropriate carryover basis. It has been 
suggested that a computer provides the 
best means of handling even a modest 
estate. Mr. President, ranchers and small 
businessmen in Wyoming cannot afford 
to havr,; calculations programed and re
viewed by a computer. Computer services 
are readily available to major corpora
tions, but this is an added :financial bur
den that will only force more and more 
small businessmen and farmers into 
banktuptcy. 

There is another, more direct way in 
which the carryover basis provision 
damages the future of small business and 
paves the way for large corporate take
overs. 
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In many cases a widow may wish to 
turn over the operation of a small busi
ness to another individual or even a fam
ily member. The carryover basis would 
impose a large capital gains tax on the 
sale of the business, even though much 
of the capital gains tax arises from infla
tion-induced appreciation, the sale of the 
family business can only be accomplished 
at great loss to the widow, and consid
erable administrative and tax counseling 
cost to all concerned. One alternative to 
this scenario is to merge the family busi
ness with a larger publicly held cor
poration. This action would allow the 
widow to receive income producing stock 
from the company, tax free, but it also 
hastens the process of large corporations 
dominating the economic scene. Can we 
in Congress not see, and see plainly, the 
tragedy of this course? 

The small businessman is penalized in 
another way by the carryover basis pro
vision. The fresh start rule of the carry
over basis provision (small businesses 
with unlisted securities) is determined 
by arbitrarily prorating the value of the 
business from the time it began until the 
value at the date of death of its owner. 
Once again, the owner of a small business 
is encouraged, by the carryover basis, 
to effect a tax-free merger with a larger 
company. Instead of encouraging the 
continuation and growth of small busi
nesses, the 1976 act accelerates the trend 
toward concentration of business activity 
in large corporations, as a rancher, I am 
particularly disturbed by the effects the 
carryover basis will have on estate plan-

I ning for ranchers and farmers. Valuation 
rules which value the ranch or farm as 
an agricultural operation rather than its 
highest and best use could benefit many 
farmers. Unfortunately the 1976 law re
stricts these rules so that many deserv
ing parties fail to qualify. 

Mr. President, it is particularly im
portant to point out how estate tax plan
ning for ranches and farms is be:oming 
more complex in Wyoming even without 
the complications created by the carry
over basis. As Wyoming, Colorado, Mon
tana, and other Western States provide 
the Nation with coal and uranium, the 
farmer and rancher in these areas is 
faced with a unique burden. There are 
few ranchers who would willingly sell 
their land to a coal company and aban
don a way of life that is unique to the 
Western States. Selling one's land out
right to the coal company would force 
the rancher to pay enormous capital 
gains tax. Coal companies and ranchers 
have met an accord by agreeing to a tax
free exchange of one ranch for a com
parable piece of property. In this way, 
the rancher can continue with his way 
of life, and the energy company can get 
on with its business of recovering the 
minerals and providing energy to the 
Nation. 

However, one step has been left out of 
this exchange. If this process is repeated 
a number of times, we see an artificial in
flation of land prices. The Internal 
Revenue Service is entirely disinterested 
in the peculiarities of land valuation in 
energy producing States: it only wishes 
to look at "comparable sales data in 
order to determine the estate tax value 

of agricultural land." The income tax 
laws as to capital gains tax and tax free 
exchanges cause a type of activity that 
further inflates the apparent value of 
ranch land. This increases the estate tax 
value of ranch land, and in turn in
creases the estate tax problems for 
ranchers, whether or not they receive 
any benefits from the energy develop
ment activities. Under these circum
stances it is evident that the Western 
States will be hit even harder by the 1976 
act than other agricultural regions of 
country. 

In conclusion, I support the measures 
in this bill which provide for a delay in 
the carry-over basis provision.• 

Mr. HUDDLESTON. Mr. President, I 
ask unanimous consent that Roger Le
Master, of my staff, be permitted the 
privileges of the floor during the debate 
and voting on the tax legislation before 
the Senate. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

PUBLIC UTILITY RATES-CONFER
ENCE REPORT 

NATIONAL ENERGY CONSERVATION 
POLICY ACT-CONFERENCE RE
PORT 
The PRESIDING OFFICER. The hour 

of 2 p.m. has arrived. Under the previous 
order, the hour having arrived, the Sen
ate will now proceed to consider en bloc 
the conference reports on H.R. 4018 and 
H.R. 5-037, the time for debate to be 
limited to 1 hour to be equally divided 
and controlled by the Senator from 
Washington (Mr. JACKSON) and the Sen
ator from Wyoming (Mr. HANSEN). 

The Senate proceeded to the considera
tion of the conference reports on H.R. 
4018 and H.R. 5037. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. METZENBAUM. Mr. President, 
assuming that the Senator from Wash
ington will be agreeable thereto, I ask 
unanimous consent to yield myself 10 
minutes on his time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
before us now are the National Energy 
Conservation Act and the Public Utility 
Regulatory Policies Act-two of the five 
components of the national energy plan. 

May we have order in the Senate, Mr. 
President? 

The PRESIDING OFFICER. The Chair 
points out that the staff who are in the 
Chamber are in here at the courtesy of 
the Senate and when they leave they 
should leave quietly so we may have or
der in the Senate. 

Mr. METZENBAUM. I thank the 
Chair. 

These bills reach us none too soon. 
In spite of the President's call to arms. 

in April 1977, Americans are today using 
more energy than ever before. 

Our dependence on foreign oil has 
deepened. 

And the Nation's urgent need for a 
coherent energy plan is even more clear 
and obvious now than it was a year and 
a half ago. 

Both of the conference reports before 
us are the end result of countless hours 
of deliberation. 

Both represent extraordinary efforts 
by the Committee on Energy and Natural 
Resources and the House conferees to 
deal with issues of truly staggering com
plexity. 

I want to commend the conferees for 
their long, hard work on this legislation. 
I believe that the Senate and the Nation 
as a whole is in their debt. 

But, Mr. ·President, I must state that 
I have conflicting feelings about these 
conference reports. 

I believe that these two bills are first 
steps and small ones at that. 

They are good as far as they go, but 
they do not go nearly far enough. 

Mr. President, I believe that the Con
gress had the opportunity to enact the 
kind of tough conservation and utility 
rate reform legislation that this coun
try is going to need in the long run. 

But because the lobbyists for the util
ities did their work well and because the 
administration decided not to support 
mandatory conservation measures, we 
wound up with legislation that is a mere 
shadow of what it could have been. 

We did not, in other words, finish the 
job. And because we did not, I know and 
the Senate knows that in the future, 
these issues will come before this body 
time and time again. They will come be
fore us as long as our people use more 
energy than the Nation can afford. 

But, Mr. President, to say that these 
conference reports represent only a first 
step is not to say that they do not rep
resent a positive step. 

They do. 
I say to the chairman of the Energy 

Committee, Senator JACKSON, with his 
indulgence, I assumed it would be per
missible for me to take 10 minutes of 
the time. Is that all right with Senator 
JACKSON? 

Mr. JACKSON. Mr. President, I yield 
to the Senator retroactively whatever 
time he has used and prospectively so 
it comes up to 10 minutes. 

Mr. METZENBAUM. I appreciate the 
consideration of the chairman of the 
Energy Committee. 

Both bills include sound provisions 
that will achieve energy savings and be
gin to reduce our need for foreign oil. 

And both bills show the Nation and the 
world that we have begun to address 
problems that we have for far too long 
ignored. 

The National Energy Conservation 
Policy Act is an important piece of 
legislation. 

For the first time, it requires utilities 
to off er assistance to customers in assess
ing the energy efficiency of their homes. 
This program will save energy. It will 
make people more aware of the possibili
ties of conservation. And it will permit 
homeowners to save money. 

In addition, the bill makes Federal 
funds available to weatherize the homes 
of our low-income citizens. It also pro
vides financing and loan insurance for 
energy-conserving home improvements 
and for installation of solar energy sys
tems. It encourages schools, hospitals, 
and buildings owned by units of local 
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governments to become more energy e_ffi
cient. And it will bring about a reduction 
in the energy needed to run industrial 
equipment, home appliances and motor 
vehicles. Once again, this is a good begin
ning. 

But it is also important to consider 
what this legislation fails to do. The 
conservation bill originally contained a 
measure that would have said to the car 
makers of America "The time has come 
when you can no longer make an over
sized gas-guzzling automobile. In the 
national interest, cars must be more 
energy efficient." 

But although we are said to face the 
moral equivalent of war, the minimum 
mileage standards which I proposed, and 
which were overwhelmingly adopted by 
the Senate did not survive the confer
ence. The administration refused to sup
port the Senate position. 

And, Mr. President, another section 
of the original bill would have said to 
the manufacturers of industrial motors 
"The time has come for you to make 
motors that are as energy efficient as 
possible, not as inexpensive as possible." 
The potential energy savings here was 
the equivalent of over 200,000 barrels of 
oil per day. 

But this, too, was unpalatable-unpal
atable not only to a majority of the con
ferees but also unacceptable to the same 
administration that hau. brought the 
energy situation to our attention in the 
first place. 

In August of 1977, I conducted hear
ings on several mandatory measures that 
included minimum mileage standards, 
minimum efficiency standards for indus
trial motors, and retrofit for home heat
ing units. Together, these initiatives 
would have produced savings of close to 
three-quarters of a million barrels of oil 
equivalent per day. Yet at those hearings 
a spokesperson for the administration, 
while acknowledging the soundness of 
these proposals, indicated that the ad
ministration could not support them. 

Turning briefly to the Public Utility 
Regulatory Policies Act, I would like to 
point out that there is probably no is
sue in my State of Ohio, and I suspect, 
in the country as a whole, that has 
stirred as much public protest as the 
budget-busting rise in utility bills over 
the last few years. In 1977, alone, utility 
bills rose $13.4 billion and totaled over 
$60 billion. 

As proposed by the President and 
passed by the House, the Public Utility 
Regulatory Policies Act was an attempt 
to get a handle on these tremendous in
creases. The bill sent to the Senate would 
have mandated that certain energy con
servation standards be applied in State 
regulatory proceedings for retail rates. 
The Senate, in its wisdom, decided that 
it was best to leave the responsibility for 
setting retail electric rates with the 
States. Thus, the conference report be
fore us today requires only that the 
States give full consideration during an 
open hearing process to a number of 
standards which have the potential for 
conserving energy. 

It is this hearing process that contains 
the most promising aspect of this bill. 
For the first time, the Congress has as-

sured the electric consumers of this 
country that their voice will be heard. 
And Mr. President, I should point out 
that not only will the consumer's voice 
be heard, but the conference report pro
vides that if the individual or individ
uals who "substantially contribute" to 
the ultimate determinations of the hear
ings may be compensated for their ef
forts. This is a great victory for the con
sumer, who will finally be able to com
pete on an even footing with the utility 
industry of this Nation. I would like to 
commend my colleagues on the Confer
ence Committee for preserving this pro
vision. 

The conference report on the Public 
Utility Regulatory Policies Act also re
quires the Federal Energy Regulatory 
Commission to make a thorough review 
of the fuel adjustment clause within in
dividual States. 

Mr. President, no single item has done 
more to undermine the rate setting pro
cedure than the fuel adjustment clause. 
As a recent congressional study under
scored, 80 percent of the increase in the 
last year in utility bills resulted from 
the fuel adjustment clause. In my own 
State of Ohio alone, more than $1 bil
lion was passed on to the consumers 
by reason of the fuel adjustment clause, 
almost eight times as much as all the 
increases permitted through normal rate 
proceedings. I personally believe the fuel 
adjustment clause has outlived its use
fulness. 

I hope that FERC will review these 
clauses promptly, and that this review 
will result in their termination, or at the 
very least, greater protection for the 
consumer. 

Mr. President, I also want to point out 
to my colleagues that the conference re
port retains a Senate provision author
izing up to $2 million for the National 
Regulatory Research Institute located at 
Ohio State University. In keeping with 
the philosophy of the conference report, 
which retains ultimate control in the 
States, the National Regulatory Research 
Institute will provide State regulatory 
authorities with independent expertise 
on regulatory policy issues and with im
proved data retrieval systems. As the 
author of this provision, I am pleased 
that the conference report affirms our 
support for this important institution, 
and seen fit to include it. 

In closing Mr. President, let me re
iterate my mixed feelings about these 
two bills before us. Both bills take a step 
forward in conserving energy, and it is 
for that reason that I support them. 
Nonetheless, it is equally clear that both 
bills fall far short of what is needed. We 
cannot, and should not, continue to rely 
almost exclusively upon increasing the 
price of energy as the sole method of sav
ing energy. Mandatory conservation 
measures have the potential to save an 
enormous amount of energy. We should 
move with dispatch in that direction. 

And one further word about this leg
islation. The chairman of our commit
tee, as well as the ranking minority mem
ber have shown great tenacity, patience, 
perseverance, and personal considera
tion for all of the members of the com
mittee over a long and difficult period. 

The PRESIDING OFFICER (Mr. 
CHILES). The Senator's 10 minutes have 
expired. 

Mr. METZENBAUM. r ask for 2 more 
minutes. 

Mr. JACKSON. I yield 2 additional 
minutes to the Senator from Ohio. 

Mr. METZENBAUM. I appreciate the 
consideration of the Senator from Wash
ington. 

I am personally grateful to both of 
them for their leadership and the many 
accommodations accorded me. And the 
staff, Dr. Dan Dreyfus, Dr. Ben Cooper, 
and Jim Bruce has been totally help
ful, understanding, and responsible. We 
owe them a great debt of gratitude. They 
were most helpful and I thank them 
much. I am proud that our committee 
has such able personnel. We could not 
do our job without them. 

I appreciate the consideration that 
has been accorded me personally by 
Senator JACKSON and by Senator HANSEN 
as well. Their leadership in the many 
endeavors in which they were involved 
and the staff is also to be commended. 

WHEELING AND INTERCONNECTION PROVISION 
OF PURPA 

Mr. President, during consideTation 
of the Public Utilities Regulatory Poli
cies Act, we considered some changes in 
the Federal Power Act which would give 
the Federal Energy Regulatory Commis
sion authority to order interconnection 
and wheeling services among utilities. 
Such authorities would allow for a more 
reliable and efficient electric system in 
this Nation. Many of the original pro
posals were not adopted and a more 
limited authority for FERC to issue in
terconnection and wheeling orders was 
adopted. 

In granting FERC authority to issue 
wheeling orders under section 203 of the 
act, the conferees provided that the 
Commission may act only when it finds 
that the order is in the public interest 
and that the order would: First, conserve 
significant amounts of energy; second, 
significantly promote the efficient use of 
facilities and resources; or third, im
prove the reliability of any electric utility 
system to which the order applies. There 
are, to say the least, good reasons for 
granting the FERC such authority. 

Individual electric utility systems need 
to have adequate reserves in the event 
some of its generating facilities or trans
mission lines become inoperable. Unf or
tunately, to provide for such situations, 
many utilities have overbuilt. They have 
made large capital investments in gen
erating facilities which stand idle most 
of the time. And which add considerably 
to consumer costs. 

A better solution would have been one 
that has been proposed in legislation by 
several of my colleagues, but most prom
inently by the late Senator Lee Metcalf. 
His proposal would create a national 
grid. The concept behind this legislation 
is to provide a reliable national network 
of transmission facilities so that when 
one area is power short, energy could be 
moved across transmission lines to pre
vent blackouts like we have seen in New 
York and New England in recent years, 
and the threat of blackouts which we in 
Ohio faced this past winter. The bill 
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pending before us would certainly not 
create a national grid. However, it would 
grant to FERC some authority so that 
we could prevent wasteful overconstruc
tion of new generating and transmission 
facilities and make better use of existing 
facilities. 

There are terms and conditions other 
than the three which I have mentioned 
which must be met before FERC can 
issue a wheeling order. 

One central element or thread tying 
together the other conditions and re
strictions on FERC's authority reflected 
the desire of the conferees that the legis
lation be neutral with respect to all 
affected. Section 4 provides that "nothing 
in this act or any amendment made by 
this act affects: First, the applicability 
of the antitrust laws to any electric or 
gas utility; or second, any authority of 
the Secretary or of the Commission under 
any other provision of law (including the 
Federal Power Act and the Natural Gas 
Act) respecting unfair methods of com
petition or anticompetitive acts or prac
tices." The concept of neutrality is spe
cifically mentioned in the statement of 
the managers. 

Under the language of section 203 
adopted by the conferees, FERC is pro
hibited from issuing a wheeling order 
unless the Commission determines that 
the order "would reasonably preserve 
existing competitive relationships." As 
noted in the statement of the managers, 
the FERC is not "required to maintain 
or protect in any manner any relation
ship between utilities which is unlawful 
under the antitrust laws." 

There has been, in the last few years, 
a trend among municipal electric utili
ties, rural electric cooperatives, and 
smaller investor-owner utilities to join 
together and construct generating facili
ties to serve their own loads as opposed 
to purchasing power at wholesale from 
large investor-owned utilities. In some 
instances, the transmission of the elec
tricity from the generating station to the 
municipal systems or others owning and 
operating that facility may not be possi
ble in the absence of wheeling arrange
ments with an intervening utility. An 
order to require wheeling of such elec
tricity under those circumstances, or to 
permit the more efficient plants in a co
operative fashion, would not, of course, 
be regarded as an action which would 
disrupt existing competitive relation
ships. 

Mr. President, I would like to empha
size that all this language about compe
tition in section 203 is not intended to 
prohibit wheeling merely because there 
is any change in the competitive rela
tionships between utilities; rather, the 
change must be "substantial." Let me 
take an example where two utilities are 
in competition for the same customer in 
a service area not otherwise protected by 
State law. If one of those utilities would 
need wheeling services from the other in 
order to serve the new customer, there is 
no absolute ban on such an order from 
FERC if all other necessary tests can be 
met. The legislation says that such an 
order to serve the new customer would 
have to significantly alter" the competi
tive relationships between the two utili-

ties. FERC may determine that it would 
not significantly alter" such relation
ships and could thus issue a wheeling 
order. 

I am also concerned about the amount 
a utility-must pay for an interconnec
tion or for wheeling services. The ·lan
guage of section 204 requires that such 
costs include any "reasonably ascertain
able uncompensated economic loss." The 
costs include those ascertainable at the 
time of the order or any time thereafter. 
Both present and future costs should, of 
course, be those associated with the 
services provided pursuant to the inter
connection or wheeling order. Otherwise, 
there would be endless speculation on 
"what-if" costs. 

It was not the intent of the conferees 
to modify in any way the rights of par
ties in presenting a prosecuting allega
tions of anticompetitive conduct before 
the Feder-a.I and State courts, or before 
administrative agencies, including the 
FERC and the Nuclear Regulatory Com
mission. Both have legal obligations to 
consider antitrust issues. Where any o.f 
these agencies presently have the au
thority to order transmission, coordina
tion or other relief pursuant to a finding 
of anticompetitive conduct, undue dis
crimination or unjust and unreasonable 
rates, terms, conditions or the like, this 
authority would not be disturbed. The act 
does not limit the present authority of 
these agencies in this regard. 

Thus, a party which has been denied 
wheeling services for anticompetitive 
reasons will not be hindered by this legis
lation from proceeding in the Federal 
courts or elsewhere. Likewise, the•author
ity of the NRS in conducting an anti
trust review under the provisions of the 
Atomic Energy Act of 1954, as amended, 
would not be affected by this extremely 
limited wheeling authority granted to 
FERC under this new legislation. These 
two agencies are charged with different 
responsibilities with respect to wheeling. 
FERC's new authority is conditioned on 
conservation, efficiency, reliability, and 
public interest. NRC's authority relates 
to correcting or preventing a situation 
inconsistent with the antitrust laws. 

Mr. President, let me again state that, 
while I might like to have seen some 
other things in this legislation, I am 
pleased with many aspects of it. We have 
granted many important rights to the 
electric consumers and we have granted 
to the Federal Energy Regulatory Com
mission some authority to make our 
nationwide electric system more reliable 
and efficient. This is, of course, in the 
best interest of all consumers. I believe 
this legislation is a step in the right di
rection and should be adopted. 

I thank the Senator from Washington. 
The PRESIDING OFFICER. Who 

yields time? The Senator from Wyoming. 
Mr. HANSEN. Mr. President, I yield 

myself such time as I may require. 
I am concerned with clarifying the in

terpretation of a particular part of this 
conference report. It was my under
standing that the agreement that was 
reached indicated that this law would 
not override State procedural law except 
in very limited circumstances. The para
graph which concerns me is 111 (b) (1) 

which specifies that certain determina
tions which the State must make shall 
be (A) in writing, and (C) available to 
the public. There is no problem with 
those items. However, subparagraph (B) 
indicates that the determination must be 
"based upon' findings included in such 
determination and upon the evidence 
presented in the hearing." 

The statement of managers indicates 
that if State law conflicted, this section 
would "override State procedural law to 
the extent of such conflict." 

Looked at very narrowly, I think those 
words have the potential for some mis
chief, and should be clarified. The state
ment of managers is helpful in that it 
does go on to say that: 

The procedural features of the process of 
consideration and determination, including 
such concepts as the nature of evidence and 
the relationship, if any, between findings and 
the record of a proceeding, shall be governed 
by State law. State law governs on such mat
ters as burden of proof, standard for review 
in State courts, and in any other matters not 
inconsistent with the requirement of this 
title. 

There are two questions I would like 
to ask the manager of the bill to further 
amplify this statement of the managers. 
To begin with, I note that all of para
graph 111 (b) (1) applies to the "deter
mination referred to in subsection (a)." 
That determination, as I understand it, 
is the determination of whether or not 
the Federal standards are "appropriate 
to carry out the purposes of this title." 
After the determination has been made 
as to whether a standard is appropriate 
to carry out the purposes of the title sub
section 111 (c) then allows the Sta~ the 
further discretion of whether or not to 
implement the standard even if it has 
determined that such standard would be 
appropriate to carry out the purposes of 
the title. 

Now, my understanding is that the re
quirement that the determination be 
based upon findings and upon evidence 
refers to the determination of whether 
the standard would carry out the pur
poses of the title, and not to the State's 
discretion to implement or not imple
ment the standard. I ask my friend from 
Washington, is that correct? 

Mr. JACKSON. That is my under
standing. 

Mr. HANSEN. My second question re
lates to the process of judicial review of 
any Commission decision. My concern is 
that the word "based" in the requirement 
that the determination be based upon 
findings and upon evidence could be con
strued to create new Federal procedural 
law or import Federal law into State 
proceedings. 

It is rather my understanding of the 
intent of this section is only that there 
must be some connection between the 
determination as to appropriateness to 
carry out the purposes of the title and 
the findings or evidence. 

However, the nature and quality of 
the connection required is strictly a mat
ter for State law, as indicated in the 
statement of managers when it stated 
that burden of proof, standard for re
view and other matters were up to State 
procedure in State courts. Thus, if the 
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State standard of review is the "arbitrary 
and capricious standard," then all that 
is required by this section is that it not 
be arbitrary and capricious to have made 
the indicated determination upon the 
findings contained within it. If the State 
standard is "scintilla of evidence," then 
that is the standard for the connection 
required. Is that an accurate under
standing of the intent of the language in 
lll<b) (1) (B)? 

Mr. JACKSON. That is my under
standing. 

Mr. HANSEN. I thank the Senator for 
those answers. They confirm my under
standing that the States are not required 
to conform their ratemaking to these 
Federal precepts. I am happy to see this 
outcome, because I do not think that our 
State utility commissions are too stupid 
to adopt good ideas and reject bad ones. 

I am puzzled at just what we think 
this bill will now accomplish. State com
missions already have this same power, 
and are now using it. I do not believe 
that having to listen to David Bardin's 
lawyers will help them very much. 

Similarly, the wholesale rate provi
sions are now properly hedged about 
with so many restrictions that it is un
likely that this section will cause much 
change other than more work for law
yers. Senator JACKSON stated on Sat
urday that this bill was not intended to 
get the Federal Government into eco
nomic contests between utilities. With
out this so-called economic wheeling, 
there is unlikely to be much wheeling 
at all. 

Furthermore, interconnection and 
wheeling do not produce any additional 
energy, just as almost all of the Presi
dent's energy package does not produce 
any new energy. 

Mr. President, if this bill is properly 
interpreted by the courts, I do not be
lieve it does very much harm. But I be
lieve our standards for legislation should 
be higher than that. I believe that Amer
ica will be better off without the com
plication and regulation introduced by 
this bill. We need substance. not symbol
ism, and this bill now provides little burt 
symbolism. 

I reserve the remainder of mv time. 
The PRESIDING OFFICER. Who 

yields time? 
The Senator from Washington. 
Mr. JACKSON. Mr. President, the 

purpose of section 505 (e) of title V 
"Crude Oil Transportation Systems" is 
to make clear that this title does not re
peal, supplant, or replace the provisions 
of existing Federal law governing per
mits, rights-of-way and other authori
zations for construction and operation 
of crude oil pipelines or other crude oil 
transportation systems. 

Section 505(e) of title V provides that 
notwithstanding the other provisions of 
this title, any application for a Federal 
permit, right-of-way or other authori
zation under other provisions of law for 
a crude oil transportation system eli
gible for consideration under this title 
shall be accepted and reviewed by the 
appropriate Federal agency under the 
provisions of existing law. Section 505(e) 
also provides that any determination 
with respect to such an application shall 

be in accordance with the provisions of 
section 509 (a) of this title. 

Section 509(a) of Title V provides that 
all Federal officers and agencies must 
insure expedited processing, to the max
imum extent practicable, of all actions 
necessary to determine whether to is
sue, administer or enforce rights-of
way across Federal lands and to issue 
Federal permits in connection with, or 
otherwise authorize, construction and 
operation of any crude oil transporta
tion system. Section 509 (a) provides 
that such expedited processing shall be 
afforded "(a) fter issuance of a decision 
by the President approving any crude 
oil transportation system." 

It should be noted, however, that, in 
many instances, determinations on ap
plications for Federal permits, rights-of
way or other authorizations submitted 
pursuant to the provisions of existing law 
as provided for in section 505 (e) will be 
made, in accordance with the provisions 
of existing law, directly by the agency 
head or his designee rather than by the 
President. For example, if no applications 
are made under title V and the Presiden
tial decisionmaking procedure in title V 
is not initiated, applications under exist
ing law would be acted upon by the ap
propriate Federal officers and agencies 
without regard to the provisions of sec
tion 507 (a) or the other provisions of this 
title. In this and other cases in which a 
formal determination on such an appli
cation is made by a Federal official other 
than the President, in accordance with 
existing law, the provisions of section 509 
(a) are intended to be applicable at that 
point in the administrative process with
out need for consideration of decision
making directly by the President, to any 
future actions which that agency may be 
required to undertake to implement that 
decision. Thus, for example, if an agency 
head grants an application for a right
of-way across Federal lands submitted 
pursuant to the provisions of section 505 
(e) and existing law on behalf of a crude 
oil transportation system, thereafter the 
provisions of section 509 (a) requiring ex
pedited procedures for approved systems 
shall apply with regard to all actions nec
essary to implement that determination. 

Finally, under title V an applicant for 
permits, rights-of-way, and other au
thorizations for a crude oil pipeline or 
transportation system may choose to ap
ply under title V of this act, under the 
Mineral Leasing Act of 1920 and other 
appropriate provisions of existing law, or 
under both title V of this act and the pro
visions of existing law. The conference 
committee does not intend that appli
cants who have previously applied for 
permits under existing law and made 
substantial expenditures and commit
ments processing such applications would 
be required to elect the new procedure 
exclusively. Rather, it is intended that an 
application under both procedures may 
be maintained. Thus, an applicant for 
permits submitted in accordance with the 
provisions of existing law may have the 
appropriate Federal agency continue to 
process its applications under existing 
law even if the applicant chooses to also 
submit an application under the provi
sions of section 504 of title V. In addition, 

the submission of applications for Fed
eral permits, rights-of-way or other au
thorities filed on behalf of a competing 
crude oil transportation system pursu
ant to the provisions of section 504 shall 
likewise have no effect on the continued 
processing of applications for permits, 
rights-of-way or other authorizations 
submitted pursuant to existing law. 

Mr. MARK 0. HATFIELD. Mr. Presi
dent, when the Senate was considering 
the energy conservation conference re
port on Saturday, October 7, I engaged 
in a colloquy with the distinguished 
chairman of the Energy and Natural Re
sources Committee regarding the utility 
conservation programs required by this 
legislation. I have one further question 
I would like to address to the Senator 
about these programs. 

Section 216(d) (3) exempts utilities 
from the prohibition on supply, installa
tion, or financing of conservation meas
ures ''where a law or regulation in effect 
on or before the date of enactment of 
this Act either requires, or explicitly per
mits, the public utility to carry out such 
activities." My question of the chairman 
involves the word "regulation." Is my as
sumption that an order or ruling of a 
State public utility commission or simi
lar body constiutes a regulation for the 
purposes of this exemption? 

Mr. JACKSON. The Senator is correct. 
An order or ruling of a State public util
ity commission requiring or explicitly 
permitting a utility to supply, install, or 
finance conservation measures would 
qualify that utility for the exemotion 
under section 216(d) (3) of this bill, if 
that order or ruling is in effect prior to 
the date of enactment of this act. 

Mr. MARK 0. HATFIELD. I thank the 
Senator for his clarification. 

Mr. JACKSON. Mr. President, I sug
gest the absence of a quorum at this time, 
and ask that it come out of the time on 
both sides equally. 

The PRESIDING OFFICER. Without 
obiection, it is so ordered. The clerk will 
call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
is the time controlled at his point? 

The PRESIDING OFFICER. The time 
is under the control of the Senator from 
Washington (Mr. JACKSON) and the Sen
ator from Wyoming (Mr. HANSEN). 

Mr. ROBERT C. BYRD. Will the Sen
ator from Washington yield me 5 min
utes? 

Mr. JACKSON. Mr. President, I yield 
5 minutes to the distinguished majority 
leader. 

Mr. ROBERT C. BYRD. Mr. President, 
the conference report on the National 
Energy Conservation Policy Act (H.R. 
5037) is· a bill for people. It would set in 
motion a national effort to insulate and 
weatherize residential and public build
ings. Energy savings realized by facilitat
ing retrofitting and other conservation 
improvements would be significant. The 
bill also would help to increase the use of 
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solar energy as a substitute for non
renewable energy resources. 

In addition to conserving energy, the 
National Energy Conservation Policy Act 
should help consumers cope with energy 
inflation. The bill provides for better in
formation about energy savings asso
ciated with residential conservation 
measures, access to private or public fi
nancing, and energy efficiency standards 
for major household appliances. 

Direct assistance to owners of houses 
or multifamily structures is both infor
mational and financial. Information is 
provided pursuant to a residential energy 
conservation program. Under this pro
gram, a utility is required to provide en
ergy conservation information to owners 
of residential buildings with four units 
or less, if requested. 

A utility would serve as project man
ager to inspect the building; suggest con
servation measures and project their en
ergy cost savings; supply lists of lend
ers, suppliers, and contractors; offer to 
arrange to have conservation measures 
installed; and offer billing and repay
ment arrangements as a part of monthly 
utility bills. 

A utility would be prohibited from 
lending more than $300 per customer and 
could not supply or install energy conser
vation measures. A State residential en
ergy conservation plan must include 
standards and procedures to assure that 
each utility will charge fair and reason
able prices and interest rates in connec
tion with its conservation program. 

Financial assistance is provided in the 
form of grants, Federal home improve
ment loan insurance, loans at market in
terest rates, and subsidized loans. Grants 
for making energy conservation improve
ments for low-income homeowners are 
available through 1980. Grants are also 
available to multifamily structures fi
nanced or insured by the Department of 
Urban Development for elderly, handi
capped, low- or moderate-income fam
ilies. Among eligible multifamily proj
ects, priority is given to those in finan
cial difficulty because of high energy 
costs. 

Eligibility for loans and insured loans 
is restricted to low- and moderate-in
come applicants, except for solar energy 
loans. They are available to all families 
during the next 5 years. A taxpayer, 
however, could not receive a solar loan 
and also take advantage of the solar en
ergy tax credit. 

Promoting the use of solar energy is 
another policy designed to conserve oil 
and gas. To show the merits and reliabili
ty of solar energy, the National Energy 
Conservation Policy Act provides for 
demonstration of solar heating and cool
ing in Federal buildings. 

In addition, the bill directs the Fed
eral Government to procure photovoltaic 
systems for its own use. Purchases are 
to be made over a 3-year period. The in
tent is to stimulate early development of 
photovoltaic production capability in the 
private sector. 

Energy conservation in the public 
sector also would be enhanced by another 
requirement. All Federal buildings must 
be retrofitted by January 1, 1990 in order 
to assure maximum life-cycle cost-eff ec-

tiveness. Each Federal department or 
agency is directed to conduct a prelimi
nary .energy audit to determine the best 
way to make each building more energy 
efficient. New Federal buildings would 
have to be designed and constructed so 
that cost considerations would be de
termined on the basis of life-cycle costs 
to the maximum extent practicable. 

The conference report also seeks to 
make progress on the industrial conser
vation front. The primary focus is on 
pumps and motors. The Department of 
Energy is directed to evaluate them in 
order to determine standard classifica
tions according to energy efficiency. If 
the evaluation shows that procedures for 
testing and labeling the energy efficiency 
of pumps and motors are appropriate, 
DOE may prescribe test procedures and 
require labeling. 

The conference report is a significant 
part of the President's comprehensive 
energy policy. It not only contributes to 
the energy conservation objective, but 
also it plays a role in the import control 
strategy, I compliment Chairman JACK
SON and the Senate energy conferees for 
the well thought-out energy conservation 
programs set forth in this document. 

Mr. President, the fanfare and drama 
surrounding the natural gas debate may 
dwarf Senate Consideration of the con
ference report on the Public Utility 
Regulatory Policies Act of 1978 (H.R. 
4018). It would be short-sighted, how
ever, to overlook the potential contribu
tion gas and electric utilities can make 
toward achieving our national energy 
goals. 

This economy is a voracious consumer 
of electricity and natural gas. We use 
both throughout our residences and at 
work. Almost 30 percent of the total 
amount of energy we consume is used 
to generate electricity. As a source of 
energy, natural gas accounts for about 
30 percent of all energy used. 

After the 1973-74 oil embargo and 
sharp increases in energy prices, the need 
to re-examine electric and gas utility 
regulatory policies became increasingly 
more apparent. The emphasis of the 
utility conference report on conserva
tion, cost control, and retail rate reform 
is intended to help consumers cope with 
higher energy prices. 

This is particularly important in light 
of the emerging natural gas policy per
taining to wellhead pricing. The utility 
conference report is no less important 
for the contribution it could make to 
achieving our energy conservation and 
import control goals. 

This conference report provides the 
public, both directly as intervenors and 
indirectly through Federal and State reg
ulatory authorities, with a framework for 
conducting a national examination of 
utility policy. The report establishes Fed
eral standards which a State regulatory 
authority or unregulated utility must 
consider in setting or designing rates. 

In determining whether to adopt any 
of these standards, a State regulatory 
agency must evaluate how the standard, 
such as time of day rates or seasonal 
rates, relates to the act's purposes of 
which there are three: energy conserva
tion by the ultimate end user; efficient 

use of generating and related facilities, 
including conservation of imported en
ergy, and equity .for ratepayers. 

The conservation and rate reform 
standards must be considered formally 
on a utility-by-utility basis and within 2 
years after the date of enactment. Rea
sons for rejecting any standard must be 
put in writing, based on evidence estab
lished during a hearing, and made part 
of the public record of the proceedings. 

After considering the Federal stand
ard, the conferees expect that a State 
regulatory agency or unregulated utility 
will adopt those which seem likely to 
accomplish the purposes of the act. As a 
result, gas and electricity would be used 
more efficiently, greater quantities of en
ergy would be conserved, and consumers 
would have service rate options in order 
to hold down their utility bills. This 
should help to stretch domestic energy 
supplies and reduce imports without en
dangering economic growth or fueling 
inflation. 

The framework for reviewing utility 
policy and adjusting it to the new energy 
environment offers advantages wriich go 
beyond greater conservation, energy ef
ficiency, and rate equity. It preserves 
Existing regulatory relationships. This 
means that local conditions will continue 
to dictate local policies. At the same time, 
it encourages flexibility and innovation. 
Indeed, the beauty of the conference re
port is that it is a national policy which 
is responsive to each State's needs with
out penalizing a State which does not fit 
the norm. 

In addition to reviewing electric and 
gas retail rates, the conference report 
provides for three other policies to help 
conserve energy and contain costs. The 
Federal Energy Regulatory Commission 
is required to promulgate regulatory pol
icies which favor industrial cogeneration 
facilities. This includes a provision to 
insure that a utility buys or sells cogen
eration power at fair rates. 

Stretching power supplies and reduc
ing long-run costs are expected to result 
from a national, interconnected power
grid. To this end, the FERC is authorized 
to require physical interconnections of 
electric power transmis_sion facilities. To 
promote even greater reliability, conser
vation, and efficiency, the FERC is au
thorized to order utilities to provide 
transmission services between two non
contiguous utilities. 

The bill promotes diversification of 
sources of power to generate electricity. 
One source that has been underutilized 
is water power, particularly small hydro
electric projects. Hydroelectric power 
contributes only about 5 percent of the 
energy we consume, but in certain areas 
its contribution could be expanded sig
nificantly by developing small projects. 
This would ease demand for fossil fuels. 
For example, New England imports large 
auantities of fossil fuels, yet the region 
is crisscrossed by the kind of fast flow
ing rivers necessary for small hydroelec
tric projects. 

The conference report provides loans 
for feasibility studies and construction. 
Preference is given to applicants who do 
not have access to alternative financing. 

This short substantive summary of the 
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utility conference report highlights those 
policies which make it an essential com
ponent of President Carter's comprehen
sive energy plan. The modifications made 
by the conferees in the Senate and House 
versions are significant improvements 
and refinements of the original proposal. 

I think this is an excellent example of 
the Congress and the administration 
working together to tackle our energy 
problems in a way which preserves the 
role of the State and keeps decisionmak
ing flexible and responsive to local needs. 
I commend Senator JACKSON and the 
other conferees for their success. 

Mr. JACKSON. Mr. President, I sug
gest the absence of a quorum and ask 
unanimous consent that the time be 
charged equally to both sides. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. JACKSON. Mr. President, I ask 
unanimous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOLE aC:dressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. JACKSON. Mr. President I yield 

5 minutes to the distinguished Senator 
from Kansas. 

The PRESIDING OFFICER. The Sen
ato:r from Washington has 1 minute 
remaining. 

Mr. JACKSON. In behalf of Senator 
HANSEN, I yield 5 minutes to the Sena
tor from Kansas. There is no problem on 
it. 

The PRESIDING OFFICER. Without 
objection, the Senator from Kansas is 
recognized. 

Mr. DOLE. Mr. President, the Senate 
is considering two of the energy confer
ence reports. Some of us are concerned 
about the so-called gas guzzler tax and 
the provisions in this bill concerning 
EPCA standards and penalties on large 
automobiles. As I understand it, the 
EPCA penalties are going to be dou
bled. I should like to make a brief state
ment, then yield to the distinguished 
Senator from Michigan. 

I am a conferee in the energy tax con
ference where we are discussing so-called 
gas guzzlers. The issue is should Congress 
require the consumer who buys the big 
car to pay an extra tax on the car. That 
may sound good on the surface, and to 
some it does. However, in effect, Con
gress is telling people what kind of car 
they can drive. 

The guzzler tax is bad policy. Studies 
have shown it will probably put thou
sands of people out of work. In addition, 
the tax discriminates against a certain 
class of veople who cannot afford to pay 
the added tax. Those with large families 
and those with small bank accounts will 
be denied the right to have a car that 
might fall in this category. Some of us 
feel that there will be every effort by the 
auto companies to follow the EPCA 
standards by the automobile industry. 
They have all told me the standards will 
be met. The guzzler tax is a tax on auto~ 
mobiles based on miles per gallon. How
ever, in a letter from the Joint Commit-

tee on Taxation, a letter given to me last 
December, that states if the EPCA penal
ties are doubled, the imposition of the 
gas guzzler tax would have no energy 
impact. The tax saves no energy. 

It seems to me the passage of this con
ference report would make the so-called 
gas guzzler tax an unnecessary and pu
nitive symbol of what I consider to be a 
very deficient, defunct energy program. 
What I am suggesting to the distin
guished Senator from Michigan is that 
there are provisions in this bill concern
ing EPCA standards and penalties on au
tomobiles. There is a discussion in the so
called tax conference about the very 
same issue. If, in fact, we are going to 
double the penalties, it seems to this 
Senator that we have said to the indus
try, "Comply with the standards and 
meet the standards, or you are going to 
have a very substantial penalty to pay." 

That should be enough. I do not 
know any reason for overkill in this area. 

Much of the discussion on the so-called 
gas guzzler is much like the three
martini lunch. It makes good political 
speeches. A lot of people felt there should 
be additional taxes on a larger car until 
they realized that people who make those 
cars will be out of work and people with 
large families ceuld not afford by pay 
the extra tax. It is a discriminatory tax 
and I hope with this bill, there will be no 
further need for the tax. 

I shall appreciate any comments from 
the Senator from Michigan. 

(Mr. HODGES assumed the chair.) 
Mr. RIEGLE. I thank the Senator for 

yielding. I think he has made a very im
portant point on this issue. We recognize 
that by establishing the fleetwide aver
ages as we have under the law, requir
ing that car manufacturers will get 27 .5 
miles per gallon from the average car in 
1985, really gives us what we need to see 
that we are getting the mileage from our 
automobiles that we need to have from 
the point of view of energy consumption 
and other international goals. I think 
the move that has been made here in this 
particular conference report to solve this 
issue is a very constructive one. I hope, 
as has been suggested, that the other 
conference committee will take a careful 
look at the ground that has been plowed 
here, with a very substantial part having 
been played by my friend from Kansas. 

I might just say something with re
spect to what are often called the larger 
vehicles, named gas guzzlers. When we 
are speaking of a situation where a fam
ily perhaps has a need for a vehicle to 
transport six passengers or, in some 
case::;, eight or even more passengers, the 
idea that somehow we are better off with 
smaller vehicles, maybe forcing them to 
have two cars and driving two cars to get 
from one point to another, rather than 
one larger vehicle that can handle a fam
ily of a larger size, would be false econ -
omy of the most extreme kind. I think 
the pronosal that has been put forward 
here to hold the gas guzzler tax in abey
ance and to have that go into effect only 
if the industry should fail to meet the 
industrywide standards is an excellent 
proposal. We forego nothing in terms of 
assurance that we shall meet the goals 
that we want. Failing that--which no one 

anticipates, I might say. All the evidence 
is to the contrary, that we are on track 
in making the kinds of mileage improve
ments that will bring us out in terms of 
those standards. Should that fail to hap
pen, we can have the gas guzzler tax in 
abeyance and that can be considered at 
that time. That would be the time to . 
consider using it, of course, and not 
beforehand. 

Mr. President, I congratulate the 
energy conferees on presenting to the 
Senate a valuable and important piece of 
legislation. I am confident that this bill 
will make a dramatic contribution to our 
long-range energy conservation efforts. 

When this bill was before the Senate 
last year, I offered an amendment to 
delete a provision that was included in 
the legislation at that time. That version 
would have imposed an outright ban on 
the sale of automobiles that did not meet 
certain minimum miles-per-gallon stand
ards. I opposed that provision because I 
felt that it imposed unnecessary con
straints on consumer freedom of choice, 
because it would have prevented those 
who needed large and relatively ineffi
cient cars-such as families with station 
wagons-from purchasing them, and be
cause it would have contributed almost 
no additional energy savings to those al
ready achieved by the fleetwide standards 
passed by the Congress. 

Mr. President, I am very happy to note 
that, after carefully considering this is
sue, the conferees have decided to adopt 
my position, and have deleted the mini
mum mileage standards from the con
ference report they have now placed 
before us. I commend them for the wis
dom of their judgment in this regard, 
and for the alternative which they have 
recommended, namely, an authorization 
that the Secretary of Transportation, at 
his discretion, be permitted to raise the 
civil penalties for violation of the current 
energy efficiency standards. This would 
apply to the penalties now specified for 
falure to meet the fleetwide averages 
which the Congress first adopted in the 
Energy Policy and Conservation Act of 
1975. The Secretary could raise those 
penalties if he determined that it would 
result in energy savings, and would not 
result in adverse economic impact. 

I believe that the Congress took a very 
sound step when it adooted the fleetwide 
average mileage standards. They will 
lead to very lai,ge energy savings, partic
ularly with the· very tough standards 
mandated by the Secretary of Transpor
tation. And I have every reason to believe 
that the automobile manufacturers are 
making, and will continue to make, a 
good faith effort to meet those standards. 
I believe that they will be successful in 
so doing, and I hope that those of us in 
the Congress will not prejudge their 
efforts. 

I raise this point, Mr. President, be
cause I understand that the conferees 
on another portion of the energy bill, 
that dealing with energy taxes, are con
sidering the matter of imposing a gas 
guzzler tax, which consumers would be 
required to pay when purchasing energy
inefficient automobiles. I hope that the 
conferees on that portion of the bill will 
display the same wisdom as the conser-
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vation conferees have with respect to 
auto fuel economy, and will not impose 
a stiff, regressive tax on the American 
public on the faulty assumption that the 
automakers are not going to meet the 
current requirements in the law. 

There is widespread agreement that if 
the fleetwide mileage standards are met, 
then an additional gas guzzler tax on top 
of those standards will not significantly 
improve energy conservation. The De
partment of Energy, in a report on this 
subject states: 

If manufacturers meet the EPCA stand
ards, as they have stated they will, it appears 
that the gas guzzler tax would have insig
nificant results. 

That fact was reiterated by Bernard 
Shapiro, chief of staff of the Joint Com
mittee on Taxation, with respect to staff 
estimates of energy savings accruing 
from the gas guzzler tax. 

I cannot imagine why anyone would 
want to impose an onerous tax on auto
mobile purchasers if that tax would re
sult only in minimal energy savings. I 
can, the ref ore, only conclude that the tax 
is still under consideration because some 
of us do not believe that the automakers 
will meet the fleetwide averages, and 
do not even want to give them the oppor
tunity to prove that they can. If that is 
indeed the problem, then there is a very 
simple solution, and one which has been 
proposed by my colleague from Kansas, 
Senator DoLE: Hold the gas guzzler tax 
in abeyance until it is established. that 
the industry has failed to meet the 
standards. If, and only if, the standards 
are not met, does it begin to make sense 
to impose a gas guzzler tax. But let us 
not saddle the American consumer with 

, a hefty tax increase, ranging from $200 
' up to $3,850, if that measure would not 

help us to make any significant progress 
toward our national goal of reducing 
energy consumption. And let us not, in 
effect, declare the automakers guilty of 
the crime of failing to meet the fuel 
economy standards that the Congress 
and the Department of Transportation 
have established, before they have had 
the opportunity to demonstrate that they 
can or cannot meet those standards. 

The energy conservation conferees 
have acted wisely in deleting the mini
mum mileage standards and in leaving 
open the possibility of increasing penal
ties for failing to meet the fleetwide 
averages. The increased penalties will, 
I am sure, provide a sufficient incentive 
for the industry to put forth every effort 
to meet the standards. I hope the energy 
tax conferees will see the logic of this 
decision, and will impose a gas guzzler 
tax only as a contingency measure. 

I commend the Senator from Kansas, 
also, and hope that other energy con
ferees will take a look at what has been 
done here. I think it marks a way in the 
future that is fair. It meets our energy 
requirements; at the same time, we see 
to it that we do not impose by Govern
ment mandate things that will be coun
terproductive in terms of the very goals 
we want to meet. 

Mr. DOLE. I thank my colleague from 
Michigan. I appreciate his remarks and I 
concur with his statement. 

I might add that a distinguished 
Member of the House, Representative 
JOHN DINGELL, has been very active in 
this area. There is some hope that we 
can reach some accord on the contin
gency plan that has been mentioned by 
my friend from Michigan. Perhaps a 
modification that would indicate a 
guzzler tax in 1980 at 1979 tax rates, 
make the tax rates permanent at the 
1984 levels in 1985 and eliminate the 
first-line tax for the years 1983, 1984, 
and 1985. That is a compromise that, at 
least, has been circulated. At least, it has 
been presented to some of the House 
conferees and it will be presented some 
time soon to those of us who are Senate 
conferees to see if some agreement can 
be reached. 

I think a better plan would be to adopt 
the contingency plan discussed by the 
distinguished Senator from Michigan. In 
other words, the EPCA standards are 
met the tax will not go into effect. Why 
punish the consumer? If the standards 
are met, why punish the manufacturer? 
I did not know this was a revenue-rais
ing measure. With this provision it would 
be an outright punitive measure that I 
do not think should be adopted. If we 
cannot do what the Senator from Michi
gan suggests, I hope we will do better 
than we are doing now, with some com
promise. 

GEOTHERMAL RESOURCES IN "RENEWABLE 
RESOURCES'' 

Mr. DURKIN. The definition of "small 
power production facility" as contained 
in title II, section 201, includes a facil
ity which produces electric energy solely 
by the use of, among other things, "re
newable resources." Recent Department 
of Energy research indicates that sub
stantial geothermal hot dry rock re
sources may exist in New Hampshire in 
addition to the large steam and geo
pressurized brine reserves known to exist 
across the Nation. Is it intended that, for 
the purposes of this act, all types of 
geothermal resources are included within 
the term "renewable resources"? 

Mr. JACKSON. Yes. 
RETAIL RATES--STATE DISCRETION SECTIONS 111 

THROUGH 124 

Mr. DURKIN. Am I correct in under
standing that the principal purpose of 
the standards provisions of sections 111 
and 113 is to require the States to give 
full and fair consideration to each of 
those standards, but they are to have a 
broad discretion as to whether or not to 
actually implement or adopt the stand
ards? 

Mr. JACKSON. The Senator is cor
rect. 

Mr. DURKIN. And we are not trying 
to displace other legitimate concerns of 
the States over other regulatory objec
tives or purposes? 

Mr. JACKSON. No; we are not. 
Mr. DURKIN. If a State should decide 

that one or more of these standards 
under section 111 would tend to encour
age conservation or efficient use of facili
ties and resources or more equitable rates 
but might well result in other adverse 
consequences which the State PUC has 
authority, pursuant to State law, to take 
into account, such as the hardship to 

consumers or utilities, then the State 
could use these other factors as a basis 
for refusing to implement or adopt such 
standards? 

Mr. JACKSON. The Senator is quite 
correct. , 

Mr. DURKIN. As I read it, the state
ment of managers makes it quite clear 
that the State regulatory authority has 
to consider the standards of section 113 
within 2 years and does not have to un
dertake their consideration whenever an 
intervenor or a participant raises them in 
a rate proceeding. While no similar state
ment is made concerning the section 111 
standards, section 112 (a) provides that 
the State may give strong weight to its 
previous determinations on such stand
ards. Am I correct in my interpretation 
that such prior determination may, in 
appropriate circumstances, govern the 
outcome? 

Mr. JACKSON. The Senator's inter
pretation of these provisions is abso
lutely correct. 

Mr. DURKIN. Where the words "to the 
maximum extent practicable" appear in 
the bill, as they do in various places in 
sections 111 and 113 is it the intent of 
the legislation that the State regulatory 
agency will to determine what is the 
maximum extent practicable? 

Mr. JACKSON. Yes. 
CLARIFICATION SECTIONS 210, 211, 212 REGARD

ING SERVICE AREA OF THE TENNESSEE VALLEY 
AUTHORITY-ENERGY 

Mr. RANDOLPH. Sections 210 and 211 
of the energy conference report on public 
utilities provide authority for the Federal 
Energy Regulatory Commission to issue 
orders to the Tennessee Valley Authority 
which might in some instances be in po
tential conflict with section 15 (d) of the 
Tennessee Valley Authority Act as 
amended in 1959. · 

Section 212(f) of the conference re
port specifically deals with this potential 
conflict. I wonder if the managers of the 
conference report would clarify two 
points for future reference with regard 
to these provisions: 

First, it is my understanding that this 
legislation does not purport to amend the 
Tennessee Valley Authority Act and, spe
cifically, that it is the intention of the 
conferees none of the prohibitions 
against service outside the established 
Tennessee Valley Authority service area 
stated in section 15 (d) of that act, are 
reduced or modified-is that correct? 

Second, section 212(!) (2) (B) indi
cates that Congress may authorize Ten
nessee Valley Authority service in ac
cordance with a Federal Energy 
Regulatory Commission order even 
where such service might be in conflict 
with the prohibitions of section 15(d) 
of the Tennessee Valley Authority Act. 
It would be my understanding that this 
subparagraph is a restatement of similar 
language in section 15{d) of the Ten
nessee Valley Authority Act and that 
Committee jurisdiction for such action 
would remain with the Senate Environ
ment and Public Works Committee-is 
that correct? 

Mr. JACKSON. The Senator is correct 
on both points. 

Mr. CRANSTON. Mr. President, I was 
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cosponsor of the conduit hydroelectric 
facilities provision of this bill, which is 
now section 213, and I would appreciate 
a clarification of the explanation of sec
tion 213 that appears in the conference 
report. It is my understanding that, in 
conference, the House agreed to state in 
the conference report a congressional in
tent that expedited licensing procedures 
applied when an applicant for an exemp
tion under this provision is denied such 
an exemption by the Federal Energy Reg
ulatory Commission. Such a statement is 
contained in the report. However, the 
explanation of section 213 does not reflect 
what I believe was a further matter of 
agreement among the conferees; namely, 
that applications for exemptions for hy
droelectric plants meeting the conditions 
specified in the amendment will be ex
peditiously processed by the Commission. 
Although it is not necessary to state that 
in the conference report, it would be 
helpful if the chairman could verify for 
the RECORD that such an expedited ex
emption review process is intended by 
this amendment. 

Mr. JACKSON. Senator CRANSTON'S 
understanding of the conference agree
ment is correct. It was agreed that ap
plications for exemptions be processed 
expeditiously, and that in such instances 
as the Commission determines that a 
conduit hydroelectric facility does not 
qualify for an exemption, an expedited 
licensing procedure would be adopted. 

Mr. JACKSON. Mr. President, how 
much time is left altogether on both 
sides? 

The PRESIDING OFFICER. The Sen
ator from Washington had 1 minute, the 
Senator from Wyoming has 10 minutes. 

Mr. SCOT!'. Mr. President, I am glad 
to yield 3 minutes to the distinguished 
Senator from Montana. 

Mr. MELCHER. I thank the Senator 
for yielding the time. I shall only speak 
briefly on a problem that we endure with 
the Alaska oil flowing through the Alaska 
pipeline to Valdez at about 1.2 million 
barrels per day, and then having a glut 
of Alaska crude oil on the west coast. 

Part of the bill dealing with regulatory 
rate reform and present in the conference 
report before us deals with a speeduo in 
the time frame of arriving at a Federal 
decision on whether or not building per
mits will be issued for a pipeline to serve 
the Northern Tier States and the Mid
west by construction of such a pipeline. 

The time frame that was called for as 
the bill passed the House approximately 
a year ago was an environmental im
pact statement being completed by De
cember 1 of this year, and that is the 
agreement of the conferees and is a por
tion of the conference report before us. 

The reason to hasten the Federal de
cision was to make sure construction of 
an approved pipeline could start, could 
move forward. The requirement does not 
require a Federal decision in the affirma
tive. It just says, "Reach that decision 
quickly." 

There is no requirement that State 
law would be pre-empted by this Federal 
law. Indeed. the decision on a seaport 
for the only applicant, the Northern 
Tier Pipeline Co., would use as its Pa-

ciflc coast terminus, Port Angeles in the 
State of Washington. 

The Washingon State Legislature in 
1977 approved by wide margins the loca
tion of such a terminal at Port Angeles. 
However, the decision is up to the State 
Siting Council of the State of Washing
ton. 

The PRESIDING OFFICER. The Sen
ator's 3 minutes have expired. 

Mr. SCOTT. Mr. President, I yield the 
remainder of the time on this side to the 
distinguished Senator from Washington. 

Mr. JACKSON. I thank my colleague 
from Virginia. 

I yield 2 minutes to the Senator. 
Mr. MELCHER. I thank the distin

guished Senator. 
The PRESIDING OFFICER. The Sen

ator is recognized for an additional 2 
minutes. 

Mr. MELCHER. The application by 
Northern Tier is before the Washington 
State Siting Council and the critical 
point, as an environmental issue, is de
finitely whether or not an oil port at 
Port Angeles is accepable. The Governor 
of the State of Washington, and I sus
pect members of the State siting council 
in the State of Washington, have asked, 
"Where is the Federal position on this, 
and if it is important, what is the Fed
eral Government doing?" 

I think this is the answer to that ques
tion. We are in the process of passing 
legislation that would expedite the en
vironmental impact statement and the 
decision by the President whether or not 
to grant permits to a pipeline company, 
such as Northern Tier Pipeline. 

It is important that the time frame for 
reaching that decision will be early in 
1979 because it is important that con
struction can start during the late 
spring months or early summer months 
of next year. This bill expedites the Fed
eral decision process and if that is an 
affirmative decision and the Washing
ton State Siting Council also reaches 
a favorable decision on the Northern 
Tier pipeline construction could start 
promptly. 

It is for that reason, Mr. President, 
that this portion of the conference re
port deals directly with the method to 
reach a decision, to see whether or not 
the Federal permits will be granted, and, 
if so, then the State of Washington can 
see the importance that both the Con
gress and the executive branch of the 
Federal Government place on that pipe
line, to help serve the Nation, remove 
the oil glut from the west coast that is 
caused by the Alaskan production. 

Again, I thank the distinguished Sen
ator for yielding me the time. 

The PRESIDING OFFICER. The Sen
ator from Washington. 

Mr. JACKSON. Mr President we are 
now in the process of completing the 
President's legislative program which 
was submitted to the Congress on April 
20 of last year. 

The program consisted of five parts. 
The first, coal conversion; the second, 
utility rate reform; the third, energy 
conservation; the fourth, natural gas 
pricing; and the fifth, the taxing pro
visions. 

When the Senate votes today, it will 
have completed four of the five parts of 
this package. 

Mr. President, this has been a very 
difficult period for all of us who had the 
responsibility of trying to put together 
the beginning-and I emphasize and 
underline "the beginning"-of a na
tional energy policy. 

We will be debating for a long time as 
to how much energy we can save in terms 
of barrels-of-oil equivalent. I would give 
a rough estimate of about 3 million bar
rels of oil a day by 1985, give or take a 
few hundred thousand barrels. 

Mr. President, this estimate does not 
include the taxing features, but I would 
be the first to remind my colleagues that 
we have a long way to go. 

I would hope that when we have com
pleted our work this week by final action 
in the House, that we will use this as the 
foundation to really get underway in the 
next Congress a program that can bring 
about more effective energy conservation, 
better discipline, may I say, in the utili
zation of our energy resources, and to 
truly move in developing not only the 
conventional resources available to us, 
such as coal, oil, and gas, but also syn
thetic fuels. We want to find some an
swers to the problems plaguing the nu
clear power industry, especially the issue 
of standardization of reactors and the 
elimination of the problems that now 
beset us in waste disposal. At the same 
time we want to push the other sources 
of energy that offer such promise, sources 
such as solar energy, fusion, biomass, 
and a long list of others that are in the 
research and development stage. 

So our effort today is a beginning, 
nothing more than that. But I think it is 
a good beginning. I think it is a good 
signal to our friends abroad that we can 
invoke a certain discipline in the United 
States in connection with the develop
ment of a meaningful energy policy. 

Mr. President, as I conclude my re
marks, I want to say how much all of us 
appreciate the help and support from our 
staff on both sides of the aisle. 

I want to, especially in connection with 
the energy conservation bill, single out 
the following people: Ben Cooper, Jim 
Bruce, Debby Merrick, and Pete Smith 
from the majority staff, and Tom Imeson 
from the minority staff. 

In connection with the utility rate re
form bill, again, Jim Bruce, Dan Drey
fus, Ben Cooper from the majority staff, 
and Dan Boggs from the minority staff. 

Mr. President, I believe that concludes 
the time allotted to us. · 

Mr. President, I suggest the absence of 
a quorum. 

The PRESIDING OFFICER. Will the 
Senator withhold that? 

Mr. JACKSON. Yes. 
Mr. RANDOLPH. Mr. President, I 

commend my colleagues in the Senate 
for their constructive deliberations on 
the ene:z:gy conservation policy and elec
tric rate reform sections of national 
energy legislation. This represents the 
final step, in the Senate, of formulating 
a policy which will become the Nation's 
first comprehensive energy plan, a plan 
I have been calling for since 1959. The 
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19-month debate on the energy issue 
has clearly demonstrated that the Sen
ate and the energy conference commit
.tee felt major modifications were 
necessary to the President's energy pro
gram before it could be presented to the 
American people as a blueprint which 
will be used to direct our energy efforts 
in the long term. 

Many people, including some in the 
administration and the Senate, have 
held that the modifications made in the 
conference compromise defeat the pur
pose of national energy legislation. I am 
convinced the compromise on policy is
sues debated today will conserve energy 
and reform energy use patterns on a 
large-scale basis. 

The conservation portion of the na
tional energy plan will off er a variety of 
incentives to middle-class homeowners 
and low-income renters to install such 
fuel-saving measures as insulation and 
solar heating equipment. Federally 
backed loans and grants are included, as 
well as doubling fines on automobile 
manufacturers who fail to meet fleet
wide mileage standards under existing 
law. 

Electric and gas utilties will perform 
a major role in informing ratepayers 
about their individual conservation 
needs. Utilities will offer to arrange for 
installation of insulation in their cus
tomer's homes to be paid for through 
utility bills. Schools, hospitals, and local 
governmnts would receive Federal 
grants to carry on conservation pro
grams. 

Electric rate reform will require State 
utility commissions to consider a variety 
of energy-saving rate reforms. The bill 
would give broad rights to consumers 
and the Federal Government to inter
vene jn State utility proceedings and to 
fight for reforms. The Federal Govern
ment would gain the power to order v::1-ri
ous types of power-sharing arrange
ments among utility systems. 

Important reforms that each State 
commission would consider are time-of
day or seasonal rates that are highest 
during the times of peak use for the sys
tem. Commissions would consider pro
hibiting discriminatory rates against 
solar, wind and other small power sys
tems, procedures to protect ratepayers 
against abrupt termination of service, 
and prohibitions against charging rate
payers for promotional or political ad
vertising. 

To take advantage of energy conserva
tion opportunities will require changes 
with respect to land use, technology, 
utilization of the labor force, and con
sumer behavior. The most important 
contribution can take place by having 
the cooperation of individual citizens. 
We should not wait to act until we are 
forced to do so. The energy conservation 
and utility rate reform provisions of the 
energy bill will enable a more gradual 
increase in production levels required. 
while successfully lowering costs to the 
consumer through their own initiatives. 

I am confident this final energy plan 
emerging from Congress will be an ex
cellent starting point for resolving all 
complex energy issues. 

I emphasize "starting poi.nt," because 
this legislation will continue to be ad
justed and refined to fit the changing 
energy needs of the country. 

Decisions made in the 95th Congress, 
together with the Carter administration, 
private industry, and our total citizenry 
will do much to guarantee energy use 
policies which will strengthen America. 

Mr. President, I commend the able 
chairman, Senator JACKSON of Washing
ton, and the other members of the 
Energy and Natural Resources Commit
tee. They deserve our thanks as energy 
conferees for the time and careful atten
tion they have given to each section of 
this energy legislation. By working to
gether at a well-reasoned pace Amer
icans can comprehend and solve their 
energy problems. Passage of this legisla
tion gives a clear signal to the American 
people that Congress does not intend to 
create another uncertainty accompany
ing the natural scarcity of oil and gas by 
being unclear and indecisive on Govern
ment policy concerning energy. 

Mr. BARTLETT. Mr. President, de
spite my opposition to the conference 
report on the Public Utility Regulatory 
Policies Act of 1978, it may be useful to 
point out that the legislation at least 
accomplishes one positive thing in sec
tions 201 through 204, pertaining to in
terconnection and wheeling for electric 
utilities. 

The history of these provisions, in 
both the House Committee on Interstate 
and Foreign Commerce and the Senate 
Committee on Energy and Natural Re
sources, shows that one of the problems 
these provisions are designed to meet is 
the apparent lack of an appropriate 
forum in which to resolve the so-called 
Texas problem. The Electric Reliability 
Council of Texas, know as ERCOT, con
tains the major portion of the electric 
utilities in Texas and has apparently 
operated in electrical isolation from the 
rest of the United States for a number of 
years, except during periods when this 
area was specially exempted from Fed
eral jurisdiction. In this respect Texas is 
unique, since the rest of the country is 
entirely interconnected and, by reason of 
its interconnections, is subject to the ju
risdiction of the Federal Energy Regula
tory Commission. 

A number of public utilities operating 
both within and outside the State of 
Texas have sought to achieve electrical 
interconnection between ERCOT and 
the Southwest power pool, but they have 
been strongly opposed by several of the 
major utilities in ERCOT. The old Fed
eral Power Commission, which has be
come the Federal Energy Regulatory 
Commission, has felt that it had no juris
diction over the Texas utilities because 
of their isolation, and hence was power
less to decide whether or not it was in 
the public interest that they be inter
connected with the Southwest power 
pool. Whatever the merits of this con
troversy may be, practically everyone 
who has seriously addressed the ques
tion agrees that there should be full au
thority in the Federal Energy Regula
tory Commission, either on its own mo
tion or on the motion of any of the 
utilities involved, to hold hearings and 

decide whether it is in the national in
terest that the isolation of ERCOT be 
terminated by any adequate system of 
interconnection and the necessary co
ordination to accompany, it, or whether 
the status quo should be maintained. 

Of course, the provisions of this leg
islation to which I refer have, in various 
respects, application to matters other 
than the Texas problem, but it is re
assuring that these provisions are de
signed to adjudicate the Texas problem 
fully and comprehensively based on the 
standards set forth in the law, so that 
whatever solution may best serve the 
public interest may be reached. The in
terest of a large population served by 
many utilities is involved here, as is the 
interest of the entire United States in 
a reliable electrical energy supply. 

Mr. HUDDLESTON. I would like to 
have a clear understanding of the situa
tion as to Tennessee Valley Authority 
under the interconnection and wheeling 
provisions in sections 202, 203, and 204 of 
the conference report. 

In 1959, the TVA Act was amended to 
give TVA authority to issue a large 
amount of bonds to finance TVA's power 
program. The same statute imposed re
straints or prohibitions against TV A's 
expanding its power supply area beyond 
the area supplied by TV A on July 1, 1957 
06 U.S.C. 831 n-4). The conference re
port will give to FERC authority to order 
TVA to interconnect with other utilities 
or to participate in wheeling arrange
ments under certain conditions; how
ever, these new provisions of law do not 
provide authority for TVA to take any 
action which TVA would be prohibited 
from taking under the 1959 TV A Act. 

Mr. JACKSON. That is correct. Sec
tion 204 of the conference report specifi
cally provides for a procedure to insure 
that any FERC order related to inter
connection or wheeling which involves 
TV A is subject to review to determine if 
such a violation would occur. If such 
review is requested by any aggrieved per
son, the order is stayed. If it is deter
mined after an evidentiary hearing and 
any judicial review thereof that such a 
violation would occur, the order is fur
ther stayed. This stay could then only 
be lifted by specific congressional au
thorization. In short, this provision 
makes it clear that the status quo with 
respect to limitations on TV A as set out 
in the TV A Bond Act is to be maintained. 

Mr. HUDDLESTON. In various pro
visions of sections 210, 211, and 212 of 
the Federal Power Act, as it would be 
amended by section 202, 203, and 204 of 
the conference report, which relate to 
interconnection and wheeling, I find the 
phrase "electric utility affected by the 
order" or "affected electric utility" or 
similar phrases. 

In order to avoid confusion as to what 
these phrases mean, it is specified in the 
Statement of Managers under section 
204 that the utilities involved in an in
terconnection arrangement; the utility 
ordered to wheel; or the buyer and seller 
in an arrangement for the sale or ex
change of power; or any utility whose 
systems, operations, or costs or revenues 
would be affected by a requested order 
and the related arrangements; and the 
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customers of such utilities have an op
portunity to participate in the proceed
ing and hearing. As I understand it, a 
utility having such right to intervene 
and participate will be considered a 
"utility affected by the order." This 
should not be confused with the explana
tion in the statement of managers under 
section 203, which relates to wheeling, 
that for the purpose of providing notice 
of the filing of an application for wheel
ing with FERC, "affected electric util
ity" includes, as a minimum, the two 
electric utilities which have made the 
arr:.,,ngements for the sale of power as 
well as the utilit~ being requested to 
wheel power. 

Mr. JACKSON. The Senator's inter
pretation of our intent is correct. 

Mr. MAGNUSON. I want to congrat
ulate my colleague and good friend on 
the many months of hard work that he 
and the other conferees have put in on 
this important legislation. I know it has 
at times been a trying experience, and 
the very fact that the Senate is able to 
vote on an energy package is a testament 
to his hard work and determination. I 
believe that there is going to be a num
ber of beneficial effects that will flow 
from this legislation, not the least of 
which is an increased confidence abroad 
in the ability of the United States to get 
its energy situation under control. While 
I am pleased that this package of legis
lation is now finally moving toward final 
enactment, I do believe that there are a 
few small items that still need to be 
clarified. I have discussed them already 
with the distinguished chairman of the 
Energy Committee, and he has suggested 
a colloquy to put to rest, once and for 
all, the fact that several legislative pro
visions in this package could be subject 
to unintended interpretations. 

Mr. JACKSON. The distinguished 
chairman of the Appropriations Com
mittee is correct. While I do not believe 
that any of these provisions will lead to 
unintended interpretations, I share his 
desire to create sufficient legislative his
tory to put this matter to rest. 

Mr. MAGNUSON. My concern really 
relates to matters affecting our home 
State of Washington and other coastal 
States as well. As you know, title V, en
titled "Crude Oil Transportation Sys
tems," could affect the location of a 
crude oil transshipment port on the west 
coast to serve northern tier and inland 
States. One of the potential sites for 
such a system is in the State of Wash
ington. Therefore, it is important that 
there be no confusion about the exact 
intent of this legislation. -

Mr. JACKSON. I fully understand 
your concerns. One section that might be 
misread to affect coastal States like 
Washington is section 505 (b) (2) (B). 
This section savs that applications for 
the expedited siting procedures provided 
for in the bill must comply with statutes 
such as the Federal Land Policy and 
Management Act. The statutes listed are 
obviously not exclusive; the application 
must comply with all applicable laws. 
For example, application for a system in· 
Washington would have to comply with 
the federally approved State coastal 
management plans in the State of Wash-

ington under the Coastal Zone Manage
ment Act of 1972, or any other relevant 
Federal law. 

Mr. MAGNUSON. I thank the Sena
tor for that clarification. I assume that 
the criteria for approval of a system 
listed in section 507(b) (1) (A), which 
mentions environmental impacts has as 
its intent the minimization of environ
mental risks, and that an application 
could seek to reduce both risks imposed 
by the proposed project itself and exist
ing risks as well. 

Mr. JACKSON. That is correct. For 
example, the State of California is now 
considering the reduction of existing 
pollution sources in conjunction with the 
consideration of approval of the pro
posed Sohio pipeline from Los Angeles to 
Midland, Tex. 

Mr. MAGNUSON. I think that this is 
a worthy goal. In Puget Sound, for ex
ample, we have experienced a tremen
dous increase in tanker traffic over the 
la.st several years as the Canadian pipe
line delivery of oil has diminished. I 
would assume that any proposed project 
which would reduce the very real risks 
imposed by this existing tanker traffic 
would be a positive factor in the Secre
tary's consideration of a possible appli
cation for a siting decision in our area. 
It could mean that there would be a pro
posal, for example, to hook up the exist
ing refineries to any new pipeline in an 
effort to reduce the risk associated with 
tanker traffic serving Washington refin
eries. While I am no supporter of new 
pipelines in the State of Washington, if 
there is going to be one, it should con
sider ways to reduce all environmental 
risks, including those that exist today. 

Mr. JACKSON. That is correct. As you 
know, this issue is addressed in the joint 
explanatory statement of the committee 
of conference on page 102. 

Mr. MAGNUSON. I thank the distin
guished Chairman of the Committee on 
Energy and Natural Resources. There is 
one further matter that concerns me be
cause it has the potential for misunder
standing. In section 508 (a), there is a 
procedure by which the President could 
propose to Congress the waiver of cer
tain laws if he finds that such a waiver 
would facilitate the construction or oper
ation of either the so-called Sohio proj
ect or one of the projects approved under 
the criteria we have already referred to. 
While Congress would have the oppor
tunity to consider such a proposal by 
either passing or failing to pass a joint 
resolution, it nonetheless raises the ques
tion of congressional intent in allowing 
for such a procedure to exist in the first 
place. What is the intent with respect to 
this waiver procedure? 

Mr. JACKSON. This legislation is in
tended to be expediting legislation. While 
I cannot foresee at this moment exactly 
what Federal law might be proposed to 
be waived, the waiver would be used to 
facilitate construction or operation of 
any system approved under section 507. 
In other words, this provision is designed 
to speed things up once a decision has 
been made. 

Mr. MAGNUSON. I thank my distin
guished colleague for this explanation. 
Since it is meant only to expedite im-

plementation of a decision to approve a 
potential project, I think it is fair to say 
that it is not intended to modify those 
laws that would affect that decision in 
the first place. For example, in the case 
of our State of Washington, Public Law 
95-136 prohibits the construction of any 
new major crude oil transshipment fa
cility east of Port Angeles, Wash. Obvi
ously, waiver of that law would not be 
an expediting matter; it would funda
mentally affect whether or not a possible 
project could move forward at all. This 
procedure cannot be used to waive laws 
that govern whether or not a siting de
cision is made; it applies only to expedit
ing legislation. Existing laws prohibiting 
siting of oil port facilities are not eligible 
to be waived under this procedure. 

Mr. JACKSON. That is correct. 
Mr. MAGNUSON. I appreciate the ef

forts of my colleague to clarify these 
matters, and again wish to congratulate 
him on the extraordinary effort he has 
invested in trying to help this Nation 
formulate a sensible energy policy. 

ORDER OF BUSINESS 
(The following proceedings occurred 

earlier and are printed at this point by 
unanimous consent:) 

Mr. JACKSON. Mr. President, I ask 
unanimous consent that my remarks 
that I am about to make, and the action 
that the Senate may take, occur im
mediately after the completion of the 
discussion on the two pending conference 
reports. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

THE 1978 AMERICAN K2 EXPEDITION 
Mr. JACKSON. Mr. President, in June 

1978, the 1978 American K2 Expedition 
set out to climb K2, the second highest 
mountain in the world. On September 6 
and 7, 1978, four members of the ex
pedition achieved this goal, thereby be
coming the first Americans ever to stand 
atop the summit of this treacherous 
mountain. 

K2, a mountain in the Karakoram 
Range of the Himalayas on the border 
between Pakistan and China, reaches a 
height of 28,250 feet above sea level, 
making its summit the second highest 
point in the world, only 750 feet lower 
than the peak of Mount Everest. K2 is 
one of the most difficult and challeng
ing mountains to climb in the world. 

Indeed, in the world of mountaineer
ing, the summit of K2 is one of the least 
accessible places on Earth. Although 
many attempts have been made to scale 
its heights, K2 has been ascended just 
twice, by an Italian team in 1954 and 
by a Japanese team in 1977. Five pre
vious American expeditions have been 
unsuccessful in their attempts to reach 
the summit. 

The 1978 American K2 Expedition was 
organized by James W. Whittaker of 
Seattle, Wash. The expedition's goal 
was to attempt to climb K2 during 
the summer of 1978 by the hazardous, 
virgin northwest ridge. The expedition 
consisted of 13 team members, in-
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eluding 8 residents of the State of 
Washington. 

Upon reaching the mountain to begin 
the assault, the 1978 American K2 Ex
pedition encountered and overcame con
tinuing adversity. Severe snowstorms 
and the threat of avalanche greatly im
peded their progress. Equipment fail
ures plagued the expedition. Neverthe
less, in the face, of these adversities, the 
climbers persevered. Through great de
termination, strength, and willpower 
and the valiant teamwork of all of the 
members of the 1978 American K2 Ex
pedition, the expedition succeeded by 
having four members reach the summit 
of K2. 

On September 6, 1978, two members 
of the expedition, James Wickwire and 
Louis Reichardt, successfully ascended 
to the summit of K2, becoming the first 
Americans to reach the virtually inac
cessible summit. In reaching the summit 
late in the day, these men risked their 
lives in order to achieve the goal which 
they had set. Indeed, after reaching the 
summit, Jim Wickwire, a personal friend 
of mine and a former member of my 
Senate staff, did not make it back to the 
safety of the camp that evening and was 
forced to spend the entire night at 27,000 
feet above sea level with an empty 
oxygen tank in temperatures reaching 
25 degrees below zero and facing gale 
force winds. Miraculously, he survived 
this ordeal and, the next morning, made 
his way down to the camp. 

On September 7, two more members of 
the expedition made their way to the 
summit. These men, Rick Ridgeway and 
John Roskelley, climbed to the summit 
and returned safely to the camp. 

In view of the great achievement not 
only of the four members of the ex
pedition who successfully reached the 
summit of K2 but also of all of the mem
bers of the 1978 American K2 Expedi
tion and all those Americans who sup
ported this expedition, I am sending to 
the desk a Senate resolution, cospon
sored by Senator MAGNUSON and myself, 
to commend these Americans on their 
unparalled accomplishments. This reso
lution recognizes the mountaineering 
success of the 1978 American K2 Expedi
tion and expresses the appreciation of the 
U.S. Senate to these outstanding Amer
icans for their service in representing 
themselves, their communities, and their 
country, with such great distinction. 

Mr. President, the resolution is at the 
desk. I ask for its immediate considera
tion. The resolution has been cleared by 
the majority and the minority leaders. 

The PRESIDING OFFICER. The reso
lution will be stated by title. 

The legislative clerk read as follows: 
A resolution (S. Res. 581) relating to 1978 

American K2 Expedition. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the resolution? 

There being no objection, the Senate 
proceeded to consider the resolution. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the resolution. 

The resolution (8. Res. 581) was 
agreed to. 

The preamble was agreed to. 

The resolution, with its preamble, read 
as follows: 

S. RES. 581 
Whereas, K2, a mountain in the Karakoram 

range of the Himalayas in Pakistan, reaches 
to a height of 28,250 feet above sea level, 
making its summit the second highest poin't 
in the world, and 

Whereas, the summit of K2 is one of the 
least accessible places on Earth, many at
tempts having been made to scale its rocky 
heights, including five unsuccessful Ameri
can expeditions, and 

Whereas, notwithstanding these many at
tempts, K2 has only been climbed success
fully twice in the past, and 

Whereas, the 1978 American K2 Expedition 
was established to attempt to climb K2 dur
ing the summer of 1978 by the hazardous, 
virgin northwest ridge, and 

Whereas, the 1978 American K2 Expedition 
team members included: 

James W. Whittaker, Seattle, Washington, 
team leader; 

Craig P. Anderson, St. Paul, Minnesota; 
Terrence Bech, Bloomington, Indiana; 
Cherie Bech, Bloomington, Indiana; 
Albert W. (Skip) Edmonds, Seattle, Wash-

ington; . 
Chris Chandler, Vashon, Washington; 
Louis Reichardt, San Francisco, California; 
Rick Ridgeway, Malibu, California; 
John Roskelley, Spokane, Washington; 
William Q . Sumner, Index, Washington; 
Robert T. Schaller, Jr., Seattle, Washing-

ton; 
James Wickwire, Seattle, Washington; and 
Dianne Roberts, Seattle, Washington, and 
Whereas, the members of the 1978 Ameri-

can K2 Expedition demonstrated exceptional 
qualities of determination, strength and 
will power, as well as outstanding mountain
eering skills, in the face of great adversity, 
and 

Whereas, through the valiant teamwork 
of all of the members of the 1978 American 
K2 Expedition and with the support of the 
American Alpine Club and many others, the 
members of the Expedition achieved the goal 
which they had set, and 

Whereas, four members of the 1978 Ameri
can K2 Expedition, James Wickwire, Louis 
Reichardt, Rick Ridgeway, and John Ros
kelley, successfully ascended to the top of 
K2 on September 6 and 7, 1978, and 

Whereas, these four members of the 1978 
American K2 Expedition thereby became the 
first Americans to climb to the top of K2, 
now, therefore be it 

Resolved, That the United States Senate 
commends the unparalleled accomplishments 
of the members of the 1978 American K2 
Expedition; recognizes their mountaineering 
success in climbing K2, the second highest 
mountain in the world, by a route never pre
viously traversed; and expresses its apprecia
tion to these fine Americans for their service 
in representing themselves, their communi
ties and their country, with such distinction 

( Conclusion of earlier proceedings.) 

REVENUE ACT OF 1978 
The PRESIDING OFFICER. Under 

the previous order, the hour of 3 p.m. 
having arrived, the Senate will now re
sume consideration of H.R. 13511. 

The penling question is on the amend
ment of the Senator from Pennsylvania 
(Mr. HEINZ), on which there will be 20 
minutes of debate-7% minutes for the 
Senator from Pennsylvania, 7% for the 
Senator from Louisiana (Mr. LONG), and 
5 minutes for the Senator from Maine 
(Mr. MusKIE), with the vote thereon to 
follow. 

The amendment will be stated. 

AMENDMENT NO. 4078 

(Purpose: To provide an energy credit for 
the elderly) _ 

The assistant legislative clerk read as 
follows: 

The Senator from, Pennsylvania (Mr. 
HEINZ) proposes an amendment numbered 
4078: 

Mr. HEINZ. Mr. President, I ask unan
imous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 161, between lines 11 and 12, in

sert the following new section: 
"SEC. 123. ENERGY CREDIT FOR THE ELDERLY. 

"(a) IN GENERAL.-Part IV of subchapter 
A of chapter 1 (relating to credits against 
tax) , as amended by sections 141 and 336 of 
this Act , is amended by adding immediately 
before section 45 the following new section: 
" 'SEC. 44E. ENERGY COST CREDIT FOR THE 

ELDERLY. 
"'(a) GENERAL RULE.-In the case of an 

individual who has attained the age of 65 
years before the close of the taxable year, 
there shall be allowed as a credit against the 
tax imposed by this chapter for the taxable 
year a credit of $75. 

"'(b) LIMITATION BASED ON INCOME.-The 
amount of the credit allowed by subsection 
(A) shall be reduced by 1.5 percent of the 
amount by which the adjusted gross income 
of such individual who maintains a house
hold (within the meaning of section 44A(f) 
(1) and exceeds $7,500 for the taxable year.'. 

"(b) REFUND OF EXCESS CREDIT.-
" ( l) Section 6401(b) (relating to exc.es

sive credits) is amended-
" (A) by striking out 'and' before '43'; and 
"(B) by inserting '44E (relating to energy 

cost credit for the elderly),' before 'exceeds'. 
"(2) Section 6201(a)(4) (relating to as

sessment authority) is amended-
" (A) by striking out 'or' before 'section 

43' and insert in lieu thereof a comma; and 
"(B) by inserting 'or section 44E (relating 

to energy cost credit for the elderly),' before 
'the amount so overstated'. 

"(c) CLERICAL AMENDMENT.-The table of 
sections for subpart A of part IV is amended 
by inserting immediately after the item re
lating to section 44D, the following new 
item: 

"'Sec. 44E. Energy cost credit for tme eld
erly.'". 

On page 126, after the item relating to sec
tion 122, add the following new section: 

"Sec. 123. Energy credit for the elderly." . 

Mr. HEINZ. Mr. President, I shall not 
take my 7% minutes at this point. 

This is the amendment I offered on 
Saturday night as we were about to close 
our business. It is an amendment that I 
off er on behalf of Senator DOMENIC!, to
gether with Senator BROOKE, Senator 
CASE, and Senator HASKELL. All of us 
sponsor this amendment. It is an amend
ment that originally was drafted by Sen
ator DOMENIC! and which I offered during 
consideration of the energy tax bill last 
year. 

The reason why we are offering it at 
this time is that, in spite of the fact that 
this amendment was adopted by the Sen
ate by a vote of 88 to 2 last year, we un
derstand that the conferees on the energy 
tax bill have dropped this amendment, 
notwithstanding the vote of 88 to 2 in 
favor of it, from the energy tax bill. 
Therefore, we want to be consistent with 
the will of the Senate in including the 
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amendment in this tax bill, the Revenue 
Act of 1978. 

Mr. President, I reserve the remainder 
of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MUSKIE. Mr. President, may I ask 
the distinguished Senator from Pennsyl
vania a question? 

What is the effective date? The 
amendment I have seen has no effective 
date. 

Mr. HEINZ. The Senator is correct. 
My understanding would be that this 
would be effective upon enactment. 

Mr. MUSKIE. In that case, Mr. Presi
dent, I do have some comments to make. 
In a moment, I will make a point of or
der against the amendment. I will do so, 
because the tax losses from that amend
ment will violate the revenue floor set in 
the budget resolution which we adopted 
last month. 

Mr. President, the enactment of this 
amendment when added to the other tax 
reductions already agreed to and includ
ed in H.R. 13511, would cause revenues to 
be less than the revenue floor set forth in 
the second concurrent resolution for fis
cal year 1979. 

The Heinz amendment would provide 
a $75 refundable tax credit for the elder
ly for energy-related expenses and would 
result in a revenue loss of $1.2 billion in 
the first full year. In fiscal year 1979 
revenue loss associated with this amend
ment is approximately $212 million. 

The estimates upon which this point of 
order is based have been confirmed by 
the Congressional Budget Office and the 
Joint Committee on Taxation. I have dis
cussed them with the distinguished floor 
manager of the bill, Senator LoNG, and 
there is no disagreement about these 
estimates. 

I am not suggesting the Senate can
not consider it in some form which would 
not violate the budget resolution. For 
example, if other tax losses in the bill 
or in amendments already agreed to are 
reduced, there will be room for this 
amendment. 

But the tax losses from this amend
ment, when added to the tax reduction 
already in H.R. 13511 and in amend
ments which have been added to it so 
far, will break the congressional budget. 

The second budget resolution that 
passed this body by a 47-to-7 vote pro
vided a revenue floor of $448. 7 billion. 
That floor allowed room for $21.9 billion 
in tax reductions during the fiscal year. 

The amendments to the Finance Com
mittee bill accepted thus far have used 
up every inch of room provided in the 
resolution---down to the last $1 million. 

Moreover, amendments passed up to 
this point have bloated the fiscal year 
1980 impact of this bill to approximately 
$50 billion. 

When the Budget Committee sits down 
several months from now to begin work 
on the first budget resolutiqn it will face 
an extremely difficult task. We would all 
like to see further, substantial progress 
toward a balanced budget in fiscal year 
1980, but amendments such as the Heinz 
amendment, on top of an already over
loaded bill, may deny us the opportunity 
to make much progress in that direction. 

OXXIV--2186-Part 26 

Mr. President, the Budget Act provides 
that we must make a point of order 
against the consideration of such budget 
breaking amendments. 

Let us be clear about the meaning of 
this point of order. The other night, 
when I made a point of order under sec
tion 303 of the Budget Act, we were talk
ing about the proper procedures to be 
followed under the Budget Act. 

But in the case of the point of order 
against this amendment, we are talking 
about the budget itself. 

We will either live within the budget 
we adopted last month, or the budget 
process is repealed for all practical pur
poses. 

Fortunately, we have never faced this 
question before. We have always man
aged to live within our budgets. 

So, I do not relish the need to press 
this point of order now. 

I wish every Senator could have every 
amendment considered and adopted, if 
it has merit. 

But we have a budget for 1979. And the 
Budget Act for bids considering or adopt
ing legislation which would cause the 
revenue floor in that budget to be 
breached. 

This is such an amendment. 
This amendment will violate the 

budget. 
We are not talking about the target 

budget of the first budget resolution. 
We are talking about the second and 

binding congressional budget resolution 
for fiscal year 1979. 

That budget resolution contemplates a 
deficit of $38.8 billion. This amendment 
will increase that deficit dollar for dol
lar, because it cuts beneath the revenue 
floor specified in the budget resolution. 

This amendment and further amend
ments are simply not in order until other 
amendments are made in the legislation 
to make room for this amendment and 
any others that may be offered. 

While the Heinz amendment on its 
face appears to reduce revenues and in
crease outlays for a worthy cause, I 
would like to submit for the RECORD sev
eral reasons why I believe that the 
amendment is unnecessary, aside from 
its budget-busting impact. 

There being no objection, the analysis 
was ordered to be printed in the RECORD, 
as follows: 

ARGUMENTS AGAINST HEINZ AMENDMENT 

First, sponsors of the amendment argue 
that the refundable tax credit is designed 
to ease the burden of rapidly rising utility 
bills, but in fact the amendment does not 
relate the tax credit in any way to energy 
use, energy payments, or energy conserva
tion. Low-income elderly persons in warm, 
Southern climates would receive as large a 
tax credit as a poor elderly person in my own 
State of Maine. 

This leads me to my second point, which 
ls that the tax bill before us already provides 
substantial tax reductions for low income 
persons and the elderly. The b111 provides an 
increase in the existing tax credit for the 
elderly, an increase worth $100 million in FY 
1979 and nearly $300 million in FY 1980. 

The b111 as reported by the Finance Com
mittee provides substantial tax reduction to 
low income groups. Moreover, the Kennedy 
amendment adopted by the Senate last week 
reduced taxes for low and middle income 
households even further. That amendment 

lowered taxes by an additional $600 million 
in FY 1979 and nearly $7 billion in FY 1980. 

Third, sponsors may point out that this 
credit passed the Senate a year ago by a lop
sided vote, but I must remind my colleagues 
that at that time the Senate was also expect
ing further rapid increases in the price of 
energy in response to other portions of the 
energy program. At that time the House had 
passed the crude oil equalization tax. The 
crude oil equalization tax is now almost cer
tainly a dead issue. 

Finally, alternative federal programs are 
available to provide direct aid to elderly with 
low incomes who are hit particularly hard by 
rising energy prices. The Interior Appropria
tions Conference Report approved by the Sen
ate on Saturday included approximately $200 
million for FY 1979 for weatherization of low 
income housing. This funding wlll continue 
the weatherization program, a program which 
has already helped thousands of low income 
households adjust to higher energy prices. 

In addition, the conference agreement on 
H.R. 5037, the National Energy Conservation 
Policy Act, which the Senate will vote on 
today, provides several hundred mlllion dol
lars in FY 1979 a.lone to assist energy con
sumers in coping with rising energy prices. 

The need for tax relief to offset higher 
energy prices 1s clearly less than it appeared 
to be a. year a.go. 

So we must make the point of order, and 
I do so now. 

• Mr. BELLMON. Mr. President, the 
amendment number 2027, which would 
provide energy tax credits for the elder
ly, is a popular initiative. In fact, when 
proposed last year during the tax debate, 
it passed this body by a vote of 88 to 2. 
The dissenting votes were cast by the 
Senator from Wisconsin (Mr. PROXMIRE) 
and this Senator from Oklahoma. 

Mr. President, neither Senator PROX
MIRE nor myself are ignorant of the prob
lem, nor do we lack sympathy for the 
implications which rising utility costs 
have on the elderly, especially those 
whose income is fixed. The amendment, 
however, was a budget buster last year, 
and it is a budget buster this year. If such 
relief is to be provided, Mr. President, 
then the tax reductions available to 
others must be reduced. I would not ar
gue with that approach, I do, however, 
resist this attempt to provide additional 
benefits without compensatory benefit 
reductions elsewhere since, if successful, 
the sponsors will increase the deficit by 
as much as $1 billion. 

Such a result, Mr. President, will not 
provide tax relief to the needy elderly, 
but will increase the tax of inflation 
which they must bear. 

In addition, it should be noted that 
affirmative action on this amendment 
will break the revenue floor established 
in the second concurrent resolution. 
Thus, the amendment is subject to a 
point of order under section 311 (a) of 
the Budget Act. 

Mr. HEINZ and the other sponsors of 
this amendment may seek to avoid the 
discipline of the Budget Act by manipu
lating the effective date of the amend
ment, making it first applicable in fiscal 
year 1980. I hope that they will not, but 
if they do, it should be noted that this 
loophole has been created by the Senate 
2 days ago when the Se.sate chose to 
overturn the ruling of the Chair with 
respect to the interpretation of section 
303 of the Budg.et Act. Prior to that 
event, fiscal year 1980 would have been 
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protected from such maneuvers which 
permit us to "fly now and pay later." 

Mr. President, I call upon my col
leagues to reaffirm their commitment to 
the Budget Act and the second concur
rent resolution by upholding the point 
of order which lies against this amend
ment.• 

The PRESIDING OFFICER. The Sen
ator's 5 minutes have expired. Who 
yields time? 

Mr. HEINZ. Mr. President, will the 
Senator from Maine yield for a ques
tion? 

The PRESIDING OFFICER. The Sen-
ator from Maine has no more time. 

Mr. HEINZ. On my time. 
Mr. MUSKIE. Yes. 
Mr. HEINZ. For calendar 1979, what 

does the Senator from Maine estimate 
that the cost of this would be? 

Mr. MUSKIE. It would be $1.2 billion. 
Mr. HE'INZ. I have to disagree strong

ly with that number, because we called 
the Joint Committee on Taxation this 
morning; and for the period of January 
1, 1979, through December 31, 1979, they 
gave us a figure-unless I am misin
formed-of $440 million. 

Second, they used as the basis for their 
calculation all elderly people over age 
65. In fact, the amendment does not go 
to all elderly people over age 65. It goes 
only to elderly heads of households over 
65, and not to all of them, because those 
who would be eligible under this are only 
those who would be fully eligible at 
$7,500 a year income or less, and those 
would be partially eligible between $7,500 
and $12,500. 

So I say to my good friend from Maine 
that I am afraid the number he has re
ceived does not relate, in fact, to the facts 
of the amendment. We checked this out 
ourselves, and I am concerned that the 
Senator has been given a funny number. 

Mr. MUSKIE. The estimates we have 
as to the cost of the Senator's amend
ment, as we understand it, were con
firmed by the Congressional Budget Of
fice, the Joint Committee on Taxation, 
and Senator LONG. 

Mr. HEINZ. That does not make them 
right. 

Mr. MUSKIE. Whether the figures of 
the Senator from Pennsylvania are cor
rect or ours are correct, there is not a 
single dollar in the 1979 fiscal year bank 
for this amendment. I said that this 
morning, and I have said it several times 
in the course of the day-that the 
amendments already approved have 
eaten up all the room in the budget 
resolution. 

So whether it is $440 million or $1.2 
billion, that the Senator's amendment 
would cost on a calendar basis, the fact 
is that there is not room for either figure. 

Mr. HEINZ. I appreciate the Senator's 
response. 

Let me just say. Mr. President, that we 
all know how much money is involved in 
this bill. In fact the Senate passed a $3.7 
billion corporate tax cut just a few days 
ago and regardless of whether the figure 
is $1.1 billion or $400 million or $200 mil
lion, the fact is it is that ludicrous to say 
that we are going to give $3.7 billion to 
the big corporations and not put one cent 
into this bill explicitly for our elderly 

who are hard-pressed by utility bills. And 
that makes the purpose of this Senator's 
amendment, regardless of any of the 
legal points that the Senator from Maine 
may make. 

Mr. President, I reserve the remainder 
of my time. 

Mr. MUSKIE. I have no time remain
ing, I take it, Mr. President, to respond. 

Mr. HODGES. The Senator is correct. 
Mr. MUSKIE. Mr. President. how is 

the remainder of the time divided? 
The PRESIDING OFFICER. The re

mainder of time is allocated to the Sen
ator from Louisiana <Mr. LONG). It is the 
only time that remains on the amend
ment. 

Mr. METZENBAUM. Mr. President, I 
suggest the absence of a quonun. 

The PRESIDING OFFICER. On whose 
time? 

Mr. METZENBAUM. There is no other 
time remaining, is there? 

The PRESIDING OFFICER. A quorum 
call is not in order until all time is 
yielded back unless the Sena tor has time 
himself. I do apologize. The Senator from 
Pennsylvania does have 1 % minutes. 

If no one is yielding time, it will be 
charged equally against 'both sides who 
have time remaining. 

Mr. CURTIS. Mr. President, I suggest 
the absence of a quorum and ask unani
mous consent that the time be charged 
equally to both sides. 

Mr. HEINZ. Mr. President, I object. 
The PRESIDING OFFICER. There is 

not sufficient time to have a quorum call. 
There are only about 7 minutes remain
ing. 

Mr. CURTIS. Very well. 
The PRESIDING OFFICER. The time 

is being charged equally now. 
Mr. HEINZ. I only have 1% minutes. 

Senator LONG has 7 minutes remaining. 
Mr. CURTIS. How much time does the 

Senator want? 
Mr. HEINZ. I am controlling the time. 

I want a minute and a half to respond 
to whatever Senator LONG says. 

Mr. CURTIS. All right. We will give 
the Senator 2 minutes. 

The PRESIDING OFFICER. The Sen
ator does not have a minute and a half. 
It is being charged against both sides 
equally at the present time. 

Mr. MUSKIE. Mr. President, if I may 
have the attention of the Senator from 
Nebraska, unexpectedly I found my
self in possession of 5 minutes to oppose 
the amendment of which I was unaware 
until I came to the Chamber. I under
stood that 3 % minutes had been as
signed to Senator LONG to oppose the 
amendment. He is not here. Before I 
could finish my argument I was cut off, 
because I had run out of time. The Sen
ator from Pennsylvania is waiting for 
some debate on the other side to which· 
he might respond. 

The PRESIDING OFFICER. Does the 
Senator from New York, sitting now for 
Sena tor LONG, wish to · yield time to the 
Senator from Maine? 

Mr. MOYNIHAN. I am happy to yield 
as much time as we have to the Sen
ator from Maine. 

Mr. MUSKIE. I thank my good friend 
from New York. 

I never encountered this situation be
fore, I must say. 

But in any case, the Senator from 
Pennsylvania made the point that I was 
merely raising legal issues. Believe me, I 
say to the Senator, with respect to the 
argument that he has just made, there 
is more equity in providing this relief 
than some of the relief provided to 
others under amendments or provisions 
already adopted. I could not agree with 
him more. 

But if I were to take that attitude with 
respect to amendments, favor the new 
ones that come along that I like, we 
would now be far .above the $38.8 billion 
deficit that we have already adopted for 
fiscal year 1979. I have to be neutral or 
as neutral as human nature makes it 
possible for me to be to try to apply the 
rules. And the fact is that we do not have 
a nickel remaining 'in the budget resolu
tion bank for any amendment, however 
worthy, including this one. I wish that 
some of the provisions already approved 
could be washed out so we could make 
room. But I do not have that power. 
Only the Senate has that power. If the 
Senator can figure out some way to sub
stitute this one for some less worthy ones 
in his estimate or mine that are already 
approved by the Senate, I would be will
ing to consider it. 

The point of order is the only disci
pline that we have to try to hold some 
kind of a ceiling on what we do here, and 
it is my duty to raise it, and I will at 
3: 20 p.m. for those reasons, even though 
the equities of his amendment have a 
great deal of appeal. 

Mr. HEINZ. I am delighted the Sen
ator from Maine supports the amend
ment but just cannot vote for it. 

Mr. MUSKIE. No, I do not support it 
for the reasons that I stated. 

Mr. HEINZ. Let me say to the Senator 
from Maine, first of all the order in which 
the amendments are voted on appears 
decided by the Chair, by the President of 
the Senate. Now on Friday, I was No. 4 
on the list to be recognized to offer this 
amendment when there was plenty of 
money remaining in the budget resolu
tion. Saturday morning there appeared 
up there a list with 12 names on it, the 
first 10 of whom were Democrats. So if 
there is anyone who is somehow manag
ing to make sure there is no money re
maining for the elderly in this bill it is on 
the Senator's side of the aisle. 

This appears to be something called 
first come, first served, and if the Demo
cratic side of the aisle gets recognized 
by the Democratic presiding Member, 
then the Democratic side gets the goodies 
and the people get shafted. 

That is not at all my idea of what is 
good for this country. 

The Senator asks how can we wash 
this amendment out, and I will tell the 
Senator how it will be washed out with 
something else if the Senator and the 
Finance Committee truly believe it has 
merit when they take it to conference, 
and I hope they do. 

Mr. MUSKIE. I do not go to the tax 
conference. 

Mr. HEINZ. And I hope when they go 
back to the House of Representatives 
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they will find a way to accommodate this 
amendment. 

I do thank the Senator for yielding. 
Mr. MUSKIE. Mr. President, is there 

any time remaining? 
The PRESIDING OFFICER. There are 

2 minutes remaining. 
Mr. MUSKIE. I make this additional 

point. I am not for all these amendments 
that have been adopted. But let me give 
the Senator the consequence of what 
has occurred. When the bill came out of 
the Finance Committee there was $1.4 
billion remaining in the budget resolu
tion to accommodate the energy tax bill 
and some other relatively minor tax leg
islation that was under consideration. 

All of that $1.4 billion has been used 
up and it has been used up in a very in
teresting way. It has been used up by 
putting a small wedge in fiscal year 1979, 
and that small wedge totals $1.4 billion. 
But the first full-year cost of those 
amendments is $10 billion. 

This is somewhat like the issue dis
cussed the first day. We have put in 
wedges which in 1979 cost $1.4 billion 
but in the first full year will cost $10 bil
lion. That is the sort of tax-writing habit 
we have gotten into here. I do not ap
prove of that at all. I do not know what 
list the Presiding Officer had on Satur
day. I had nothing whatsoever to do with 
it. But, I was against any increases that 
would eat up what remained in the 
budget resolution to take care of these 
other requirements. 

Up to the Cfliling, the Finance Commit
tee chairman presumably will clean up 
the tax bill when he goes back to confer
ence. But for those things that now go 
above the ceiling in 1979, I have a re
sponsibility to try to take care of them 
in the Chamber. That is what I am try
ing to do. 

Mr. President, if there is no fur
ther--

Mr. HEINZ. How much time do I have 
remaining? 

The PRESIDING OFFICER. The 
Senator has no time remaining. 

Mr. MUSKIE. Mr. President, I make 
the point of order. 

Mr. HEINZ. Mr. President, is there any 
time remaining? 

The PRESIDING OFFICER. There is 
not. 

The Chair is advised that the point of 
order is well taken. Under section 311 of 
the Budget Act, legislation is subject to 
a point of order if it would reduce rev
enue for fiscal year 1979 below the rev
enue floor of the second budget resolu
tion. 

The Congress has established a rev
enue floor of $448. 7 billion in the second 
budget resolution for fiscal year 1979. 
According to the Congressional Budget 
Office, legislation which has been enacted 
in prior years or enacted this session and 
sent to the President for signature, to
gether with the Finance Committee sub
stitute for the 1978 tax bill and floor 
amendments to that bill adopted to date, 
leave no room for additional revenue re
ductions in fiscal year 1979. 

Since adoption and enactment of the 
pending amendment would cause rev
enues to be less than the appropriate 
level of revenues set forth in the second 

budget resolution, the amendment is out 
of order and cannot be considered. 

Mr. HEINZ. Mr. President, is there any 
time remaining? 

The PRESIDING OFFICER. There is 
none. 

Mr. HEINZ addressed the Chair. 
The PRESIDING OFFICER. The 

point of order has been made and sus
tained. 

Mr. HEINZ. Mr. President, I appeal 
the ruling of the Chair and I ask for the 
yeas and nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is not at this 
time a sufficient second. 

Mr. HEINZ. Mr. President, I object on 
the ground a quorum is not present. 

The PRESIDING OFFICER. The clerk 
will call the roll to ascertain the presence 
of a quorum. 

Mr. HEINZ. Mr. President, I ask that 
the Chair once again ascertain whether 
or not there is a sufficient second. 

The PRESIDING OFFICER. The Chair 
determines there is not a sufficient sec
ond. 

Mr. HEINZ. Mr. President, I ask unani
mous consent to withdraw the call for a 
quorum. 

The PRESIDING OFFICER. It had 
never started. 

Is there a sufficient second? 
There is a sufficient second. 
The yeas and nays were ordered. 
The PRESIDING OFFICER. The ques

tion is, Shall the decision of the Chair 
stand as the judgment of the Senate? 
The yeas and nays have been ordered, 
and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that the 
Senator from South Dakota (Mr. ABou
REZK), the Senator from Minnesota (Mr. 
ANDERSON), the Senator from Arkansas 
<Mr. BUMPERS), the Senator·from Nevada 
(Mr. CANNON), the Senator from Colo
rado (Mr. HASKELL), the Senator from 
Maine (Mr. HATHAWAY), the Senator 
from Minnesota (Mrs. HUMPHREY) , and 
the Senator from Illinois (Mr. STEVEN
SON) are necessarily absent. 

I further announce that, if present and 
voting, the Senator from Minnesota 
(Mrs. HUMPHREY) would vote "yea." 

Mr. STEVENS. I announce that the 
Senator from New Mexico (Mr. Do
MENICI), the Senator from Michigan (Mr. 
GRIFFIN) , the Senator from Idaho (Mr. 
McCLURE), the Senator from Illinois 
(Mr. PERCY), and the Senator from Texas 
(Mr. TOWER) are necessarily absent. 

The result was announced-yeas 65, 
nays 22, as follows: 

[Rollcall Vote No. 464 Leg.) 

YEAS-65 
Allen Dole 
Bartlett Durkin 
Bayh Eastland 
Bellmon Ford 
Bentsen Garn 
Burdick Glenn 
Byrd, Goldwater 

Harry F., Jr. Gravel 
Byrd, Robert C. Hansen 
Chafee Hart 
Chiles Hatch 
Cranst.on Hatfield, 
Culver Paul G. 
Curtis Hayakawa 
Danforth Hodges 
DeConcini Hollings 

Huddleston 
Inouye 
Jackson 
Johnston 
Kennedy 
Leahy 
Long 
Magnuson 
Mathias 
McGovern 
Melcher 
Metzenbaum 
Morgan 
Moynihan 
Muskie 
Nelson 

Nunn 
Packwood 
Pearson 
Pell 
Proxniire 
Ribicotf 
Roth 

Baker 
Bid en 
Brooke 
Case 
Church 
Clark 
Eaglet.on 
Hatfield, 

Mark 0. 

Abourezk 
Anderson 
Bumpel'l:! 
Cannon 
Domenici 

Sar banes 
Sasser 
Sparkman 
Stafford 
Stennis 
Stevens 
Stone 

NAYS-22 
Heinz 
Helms 
Javits 
Laxalt 
Lugar 
Matsunag,a 
Mcintyre 
Randolph 
Riegle 

Talmadge 
Weicker 
Williams 
Young 
Zorinsky 

Schmitt 
Schweiker 
Si-,0tt 
Thurmond 
Wallop 

NOT VOTING-13 
Griffin 
Haskell 
Hathaway 
Humphrey 
McClure 

Percy 
Stevenson 
Tower 

So the ruling of the Chair was sus
tained as the judgment of the Senate. 

Mr. MUSKIE. Mr. President, I move to 
reconsider the vote by which the deci
sion of the Chair was sustained. 

Mr. LONG. Mr. President, I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. Under 
the previous order, the time between now 
and 4 p.m. will be equally divided and 
controlled by the Senator from Maine 
(Mr. MUSKIE) and the Senator from 
Louisiana <Mr. LONG). 

The Senator from Louisiana. 
Mr. LONG. May we have order, Mr. 

President? 
The PRESIDING OFFICER. The Sen

ate will be 'in order. The Senator is cor
rect, the Senate is not in order. Senators 
will take their conversations to the 
cloakroom. 

The staff will please take their seats. 
The Senate is not in order. The Sena

tor from Louisiana is entitled to be 
heard. 

Mr. LONG. Mr. President, if we are 
going to conclude this session on Sat
~urday, as we have said we were going 
to try to do, then we are going to have to 
vote cloture on this bill. We need cloture 
on this bill today if we are going to hope 
to get out of here by Saturday. Assuming 
we vote cloture today, today being Mon
day, that gives us today and tomorrow in 
order to complete action on the bill. The 
staff will need some time to do all the 
technical work that is necessary to put 
all this together. We will need Thursday 
and Friday for a conference and hope
fully on Saturday we could get all the 
papers together and if the House is will
ing to waive their 3-day rule over there 
on the conference report, we could vote 
on the conference report Saturday and 
get out of here. 

If we do not vote cloture today, it is 
extremely doubtful that we will be able 
to get out Saturday no matter how hard 
we work, how late we work, or in how 
much of a rush we try to do business. 

Mr. President, in order to get out of 
here we are going to have to agree to 
leave off these nongermane amend
ments, like the sunset bill, the Glenn 
amendment on tax expenditures, the 
Humphrey-Hawkins bill, textile quotas, 
hospital cost containment, locks and 
dam 26, the user charges, and every-
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thing else that might muster a major
ity vote. If the leadership of the Sen
ate is going to insist on acting on all 
these other things before we act on the 
tax bill, or as a condition of acting on 
the tax bill, we might just as well put 
this tax bill back on the calendar or put 
it back in the committee and take up 
these other things, Humphrey-Hawkins, 
textile quotas, hospital containment, 
locks and dam 26, all the rest of it, and 
come back to the tax bill after we have 
disposed of those issues. 

But if the Senate really feels it wants 
to keep its commitment to conclude this 
session on the 14th, it should vote clo
ture so we can limit debate to germane 
amendments. 

Incidentally, Mr. President, if we lim
it this bill to germane amendments, with 
all the things that have been put out 
there, including the amendments I just 
sent up there, which is a technical cor
rection to the bill to correct all the tech
nical errors in the 1976 Tax Reform Act, 
which is over 100 pages of technical 
amendments-and mind you, that will 
correct all the technical errors · in a 
2,000-page bill-if we have all that, Mr. 
President, one would have almost the 
entire revenue code to look over in offer
ing possible germane amendments. 

Furthermore, under the germaneness 
rule a lot of welfare amendments may 
be offered because we have a lot of wel
fare amendments in the bill. But we do 
not have social security, we do not have 
public works, we do not have the trade 
program, and we do not have appropria
tions provisions. So at least there are a 
lot of areas that we would not be in
volved in if we can limit this to germane 
amendments, and also limit the amount 
of time available to each Senator so 
each Senator only has an hour to speak. 
I have managed bills of this magnitude 
under cloture before, Mr. President. I 
know I can live within my 1 hour. As 
manager of the bill, I can get by with 1 
hour. I would think everybody else can 
get by with 1 hour. I hope the Senate 
will vote for cloture. 

Mr. CURTIS. Will the Senator yield? 
Mr. LONG. I yield. 
The PRESIDING OFFICER (Mr. 

ZORINSKY). The Senator from Nebraska. 
Mr. CURTIS. Mr. President I would 

remind the Senator that the 'need for 
cloture is not to protect the domain of 
the Finance Committee. I think the 
issue is whether or not we want a tax 
bill at all and particularly if we want to 
adjourn in the near future. The reason 
I say this is no effort to protect the 
domain of the Finance Committee as I 
believe the actions taken by the Finance 
Committee were well-founded, well 
thought out. There are many people who 
disagree. After we vote cloture any 
amendment to strike what the Finance 
Committee has done is in order. Is that 
correct? 

Mr. LONG. That is correct. 
Mr. CURTIS. So those who feel that 

they disagree with any particular action 
of the Finance Committee will have full 
right to strike out any section under the 
rules. This is merely to protect orderly 
procedure so that everything else is not 

added to cause the bill to either fail or 
delay adjournment. 

Mr. LONG. Mr. President, this should 
be clear. If they want to strike some
thing out of the bill, they should have 
the amendment at the desk before we 
are through voting on cloture. 

Mr. CURTIS. I thank my distinguished 
chairman. It was not my thought to con
vey the idea that they would not have 
to otherwise qualify. But so far as the 
rule of germaneness, so far as the nar
row issue of germaneness, a motion to 
strike is in order. I am not urging it to 
be done. I expect to resist most of them. 
But the amendments will have to other
wise qualify. 

This is a need for cloture to preserve 
orderly procedure and to make it pos
sible for some sort of tax bill after the 
Senate and the conference have worked 
their will. And it has a very direct rela
tionship to any adjournment in the fore
seeable future. I thank the Senator. 

The PRESIDING OFFICER. The Sen
ator from Maine. 

Mr. MUSKIE. Mr. President, I yield 
myself 3 minutes. 

Mr. President, I ask unanimous con
sent to include in the RECORD at this 
point a statement by my distinguished 
colleague, Senator HATHAWAY. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

STATEMENT BY SENATOR HATHAWAY 

SUNSET LEGISLATION AND TAX EXPENDITURES 

I support an amendment to extend the 
provisions of sunset legislation to Federal 
tax exp en di tures through a detailed review 
process by the Senate Finance and House 
Ways and Means Committees. 

I believe sunset legislation is one of the 
most effective tools that the Congress has 
to review and control Federal spending. With 
the adoption of a comprehensive sunset and 
the Congressional Budget, we will have the 
tools to effectively control Federal programs. 

To include only direct spending programs 
in sunset will omit the fastest growing por
tion of the Federal budget-tax expenditures. 
In Fiscal Year 1978, the revenue losses asso
ciated with these provisions are estimated 
at over $124 billion, compared with a revenue 
loss of $52 billion in Fiscal Year 1971. Accord
ing to the Congressional Budget Office, these 
losses are expected to rise to $199 billion 
by Fiscal Year 1983. This growth stems in 
part from the fact that tax incentives
unlike most authorizations-are often en
acted in perpetuity and are not required to 
run the gauntlet of periodic reauthorization 
and the annual appropriations process. 

For example, a study on tax expenditures 
by t'he Senate Budget Committee discusses 
"Higher Education" as follows: 

TAX EXPENDITURES 

Tax expenditures account for a large por
tion of total Federal assistance for higher 
education. The major tax expenditures pro
viding benefits directly to students and their 
families are the exemption for student de
pendents, the deduction for interest paid on 
student loans, and the exclusion from taxable 
income of scholarships, grants, fellowships, 
GI bill education benefits, and social secu
rity student benefits. 

The major tax expenditures that aid edu
cational institutions are the tax deduction 
for charitable contributions, the exclusion 
from taxable income o! unrealized capital 
gains on gifts and bequests to higher edu
cation institutions, the deduction of State 
and local taxes used to support higher edu-

cation, and the exclusion from taxable in
come of interest on State and local borrow
ing for higher education purposes. 

Higher education tax expenditures will 
result in revenue losses of approximately 
$4.8 billion in fiscal year 1979, compared to 
outlays for higher education spending pro
grams of approximately $8.7 billion. 

SPENDING PROGRAMS 

Federal higher education policy has three 
primary objectives: providing equal access 
to higher education regardless of family 
background; maintaining the financial sta
bility of colleges and universities; and reliev
ing the financial burden on families caused 
by education costs. Outlays for the major 
Federal spending programs for higher edu· 
cation are listed in the following table: 

Estimated Outlays for higher education 

[In millions of dollars) 

Program 1978 1979 1980 

Federal grants to stu-
d·ents: 

Basic education op-
portunity grants __ 1,692 1,837 1,982 

Supplemental educa-
tion opportunity 
grants ----------- 231 301 325 

Work study program_ 411 482 620 
State student incen-

tive grants ________ 61 60 66 
GI bill education 

benefits---------- 3,384 3,094 2,801 
Social security stu-

dent benefits _____ 1,800 2,000 2,200 
.Student loan programs: 

National direct stu-
dent loans 1 _______ 282 311 367 

Guaranteed student 
loans 1 

----------- 619 634 760 
Aid to institutions: 2 

Strengthening devel-
oping institutions_ 107 120 148 

Total---------~ 8,477 8,739 9, 168 

1 Annual loan volume is in many ways a· 
better measure than outlays of program ac
tivity in any given year for higher education 
direct and guaranteed student loan programs. 
Annual loan volume reflects the sum of all 
loans obligated during a fiscal year under 
direct loan programs and the value of all 
commercial loans insured under loan guar
antee programs. Outlays, on the other hand, 
reflect only administrative costs and net 
lending activity-interest subsidies, loan de
faults, new loans, and repayments on prior
year loans. As such, outlay figures tend to 
underestimate the full effect of these pro
grams. The total amount of loan funds avail
able under the national direct student loan 
program, according to the HEW Office of Edu
cation, will be approximately $606,000,000 an
nually in fiscal years 1978-80. The a.mount of 
loans guaranteed under the guaranteed stu
dent loan program is expected to be $1,648,-
000,000 in fiscal year 1978, $2,673,000,000 in 
fiscal year 1979, a.nd $2,949,000,000 in fiscal 
year 1980. 

2 There a.re a. number of minor programs 
that provide aid to institutions that render 
certain student ' services. Also, a. substantial 
amount of Federal funds go to institutions 
for research purposes. These latter programs 
have not been included in this table since 
they primarily involve the purchase of serv
ices by the Federal Government, and do not 
have as their major purpose the dispersing 
of aid to institutions. To some extent, how
ever, these research grants help defray insti-
tutional costs of instruction. · 
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RELATIONSHIPS BETWEEN THE TAX EXPENDITURES 
AND SPENDING PROGRAMS 

Distribution of benefits; individual 
beneficiaries 

Except for guaranteed student loans and 
GI bill education benefits-over two-thirds 
of all student aid spending program benefits 
a.re concentrated among students with family 
income below $10,000. This distribution re
sults primarily because all of these pro
grams, except for social security student 
benefits, make financial need a major con
sideration in distributing benefits. Guaran
teed student loans are not needs-tested, but 
loan recipients qualify for the in-school sub
sidy only if their family's income is less than 
$31,000. GI education benefits and social 
security student benefits are provided to 
persons in all income classes without regard 
to need. However, social security benefits are 
distributed progressively across income 
classes since recipients come from families 
whose incomes are generally low because the 
primary worker is dead, disabled, or retired. 
The table below indicates the distribution 
of spending program outlays for higher edu
cation by income class. 

In contrast to the spending programs, 
higher education tax expenditures provide 
benefits regardless of family need, but pro
vide no educational support to those low
income families without tax liability. More
over, since the size of tax expenditure bene
fits depends upon the recipient's marginal 
tax bracket, taxpayers in relatively higher 
brackets receive proportionally greater bene
fits than those in lower brackets. 

Higher education tax expenditures, in the 
aggregate, are more concentrated among 
middle and upper income taxpayers than 
spending program benefits. For example, 
while 27 percent of the benefits of the 
parental exemption for students-the largest 
tax expenditure aiding individuals-accrued 
to families with expanded gross income over 
$20,000 in fiscal year 1977, the table below 
indicates that, in the same year, only 1 per
cent of all basic and supplemental education 
opportunity grants and work study benefits 
went to those with family adjusted gross 
income above $20,000. · 

Distribution of higher education outlays to 
individuals by income class, fiscal year 1977 1 

[In millions of dollars] 

Adjusted gross paren
tal income for de
pendent students:? 

$10,000 $10,000 
$0 to to and 

Program $10,000 $20,000 over 

Federal grants to stu
dents: 

Basic education op-
portunity grants_ 1, 166 278 (B) 

Supplemental edu-
cation opportu-
nity grants______ 189 57 2 

Work study pro-
gram ----------- 233 104 21 

GI bill education 
benefits --------- 1, 304 1, 463 413 

Student social secu-
rity benefits______ 694 898 193 

Student loan pro-
grams: 

National direct stu-
dent loans'------ 151 114 30 

Guaranteed student 
loans' ---------- 188 238 22 

Total --------- 3, 925 2, 647 681 

1 Distribution of State student incentive 
grants unavailable. 

2 Most self-supporting students have in
comes below $10,000. The benefits received by 
self-supported students are reflected in the 
amounts shown for dependent students, with 
90 percent going to the $10,000 and less in
come class and the remainder to the $10,000 
to $20,000 income group. 

3 Amount insignificant. 
' Numbers reflect only the value of interest 

subsidies associated with these programs, 
and not the total value of loans made under 
these programs in fiscal year 1977. 

Source: Congressional Budget Office, Fed
eral Aid to Postsecondary Students: Tax 
Allowances and Alternative Subsidies, Feb
ruary 1978. 

INSTITUTION AL BENEFICIARIES 

Tax expenditures and spending programs 
directly assisting colleges and universities 
benefit very different types of institutions. 
The strengthening developing institutions 
program primarily assists colleges and voca
tional schools that need funds to compete 
with other public and private schools that 
are relatively secure financially. In contrast, 
the deduction for charitable contributions 
and the exclusion of unreali:z:ed capital gains 
on gifts and bequests to educational institu
tions benefit mainly those institutions that 
most effectively attract these forxns of chari
table giving. These latter institutions are very 
often long established and relatively secure 
financially; few would qualify as developing 
institutions. 

The exemption of interest income from 
State and local bonds makes it easier for 
State and local governments to raise funds 
to support higher education. The benefits 
of this tax expenditure go to public rather 
than private institutions. 

Empirical studies have not yet reached a 
consensus as to the effectiveness of the 
charitable contribution deduction in en
couraging giving. Some studies conclude that 
the deduction increases charitable giving by 
more than the foregone Treasury revenue 
and that educational institutions gain more 
from the deduction than they would from a 
tax credit or matching grant program. The 
deduction for charitable contributions ls, 
however, not likely to provide much as
sistance to developing institutions. Thus, 
direct Federal spending to strengthen de
veloping institutions complements tax ex
penditures in this area. 

EXPANDING ACCESS TO HIGHER EDUCATION 

Education benefits distributed according 
to need expand access to higher education 
more efficiently than benefits distributed 
a.cross all income classes. Programs distribut
ing benefits on a needs basis provide aid to 
families with only marginal resources who 
otherwise might not be able to finance the 
costs of higher education. In contrast, tax 
expenditures and outlays distributed with
out regard to need often provide benefits to 
students from middle and upper income 
families who are more likely to have the re
sources to finance higher education without 
additional Government aid. For many of 
these students, the provision of aid has little 
or no effect on their ability to attend an in
stitution of higher education. 

The relative size of Federal educational 
benefit payments also has an important ef
fect on expanding student access to higher 
education. Educational nid "packages," make 
up of varying amounts of direct grants, stu
dent loans, and work study wages, often fi
nance a substantial percentage of total ed
ucational expenses, significantly affecting a 
student's abiilty to attend an educational in
stitution. 

Tax expenditures, on the other hand, pro
vide low levels of financial aid relative to 
total college costs. The parental exemption 
for dependent students is worth only $150 
per student for fainilies taxed at the median 
marginal rate of 20 percent. The tax expend
itures that arise from the exclusion of 

scholarship, fellowship, GI bill, and student 
social security benefits are only a small per
centage of the value of these direct pay
ments for most recipients. Moreover, since 
tax expenditure benefits are increased in 
value for recipients in higher marginal tax 
brackets, low-income persons with the least 
ability to afford a college education receive 
the smallest tax expenditure benefits. Pres
ent tax expenditure provisions provide, at 
most, only marginal assistance in financing 
the costs of higher education. 

EFFECT ON TUITION COSTS 

Both tax and direct spending programs 
that provide student aid may allow institu
tions to raise tuitions, capturing some or all 
of the benefits meant for students. It is 
difficult to determine the extent to which 
institutions engage in this practice. Several 
theories have been offered, but none has 
been empirically tested. In general, institu
tions experience conflicting pressures to re
main both financially . viable and price 
competitive. 

Spending and tax programs that distrib
ute benefits to a narrowly defined group of 
students may _be less likely to result in tui
tion increases compared to more widely 
available tax or spending programs. Subsidy
induced tuition increases may drive away a 
significant number of unaided students as 
well as the students whose education assist
ance benefits are captured by the institu
tion. Schools that raise tuitions may also 
find themselves in a weaker competitive po
sition if other institutions do not adopt sim
ilar pricing policies. 

ADMINISTRATION 

Compared to the current tax expenditures 
for higher education, which distribute funds 
with few eligibllity restrictions, the higher 
education spending programs target bene
fits to those with financial need and, there
fore, involve more adininistrative costs and 
require more effort on the part of applicants 
to obtain funds. Under the grant and loan 
programs, student applicants must docu
ment need by submitting personal financial 
statements which require screening and 
evaluation by the adininistering agency or 
institution. Also, administrative judgments 
are often necessary regarding the distribu
tion of liinited appropriations among quali
fied applicants. The inevitable existence of 
fraud and abuse increases the administrative 
burdens in these programs. In the loan pro
grams, high default rates are a problem be
cause student loan recipients are often diffi
cult to find for billing purposes after their 
graduation. 

In contra.st, the distribution of higher edu
cation assistance through current tax ex
penditures involves relatively little paper
work for taxpayers or the Internal Revenue 
Service. Since recipients are not required to 
document financial need, benefits can be ob· 
tained by merely cla.iining the relevant de
ductions, exclusions, or exemptions on an
nual tax forms. The validity of these claims 
is checked by the Internal Revenue Service 
through the auditing of tax returns. This 
procedure is less burdensome and costly than 
the screening of grant and loan applicationi; 
because audits are limited to a small fraction 
of tax returns each year. However, the 
a.mount of revenue lost each year as a result 
of incorrect or fraudulent higher education 
tax expenditures claims that go unaudited is 
not known and could be substantial. 

The administration of existing tax expendi
tures is also simpler than of the spending 
programs because there are no statutory 
limits on the amount of aid that can be dis
tributed among beneficiaries, and default -
problems do not a.rise because the tax ex
penditures need not be repaid. 

OVERLAP OF BENEFITS 

All Federal spending programs for higher 
education, except for the work study and 
strengthening developing institutions pro
grams, give rise to tax expenditures for re-
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cipients with tax liability, producing a.n over
lap between tax and spending program as
sistance for such recipients. In the case of 
grant programs, tax expenditures result from 
the exclusion of grant benefits from taxable 
income. In the case of loan programs, tax 
expenditures a.rise from the deductibility of 
nonbusiness and noninvestment related in
terest payments. Because these education 
spending programs a.re largely needs tested, 
their benefits are concentrated among fami
lies in the low tax brackets. Consequently, 
the tax expenditures associated with these 
direct spending programs a.re smaller, on 
average, than they would be if direct spend
ing benefits were distributed without regard 
to need to those in higher marginal tax 
brackets. 

LEGISLATIVE INITIATIVES 

Both the Senate and the House of Rep
resen ta ti ves recently have passed college 
tuition tax credits as a. form of higher edu
cation financial aid for middle-income 
fammes not usually eligible for direct Fed
eral assistance. The conference bill would 
allow full-time undergraduate and post
secondary vocational students or their 
parents a credit against tax liabUity o! 
either 35 percent of eligible education ex
penses. The maximum annual credit would 
be limited to no more than $250 per taxpayer. 
The original House and Senate provisions 
would be phased in either over 2- or 3-year 
periods and would result in annual revenue 
losses when fully effective of $1.1 billion 
under the House b111 and $2.8 billion under 
the Senate version. The conference commit
tee to reconcile the two versions recom
mended a version with an estimated revenue 
impact of $.95 bi111on. 

Moreover, benefits to low- and middle
income students from a tax credit would be 
limited if the credit were reduced or 
eliminated !or students receiving direct Fed
eral student grants or other tax-exempt 
educational assistance. Only low- and 
middle-income students currently receive 
such assistance. The bills approved by each 
House include rules that would reduce or 
eliminate tuition tax credits for students 
who receive such direct assistance. 

The distribution of benefits of a tuition 
tax credit with an offset provision would be 
concentrated among taxpayers with family 
income between $15,000 and $40,000. 
Al though a larger percentage of benefits 
under this type of provision would accrue to 
low-income persons than under existing tax 
expenditure provisions, benefits for low
income persons would be reduced signif
icantly by the offset requirement. 

As an alternative to the tuition tax credit, 
the Carter Administration proposed a sizable 
expansion of the present direct loan, work 
study, and grant programs, with particular 
emphasis on expanding the basic education 
opportunity grant program, in order to 
funnel a.id to middle-income fam111es that 
presently receive few benefits or are ineligible 
for program support. This proposal would a.id 
middle-income fam111es in financing higher 
education costs without necessarily funding 
those in higher income brackets. It would 
also provide larger grants to fewer students 
than the tuition tax credit proposals. The 
Carter proposal, however, would involve 
somewhat higher administrative costs. 

The Senate has passed and the House is 
considering modified versions of the Carter 
proposal as additions rather than as alter
natives to tuition tax credit legislation. 

CONTINUATION OF STATEMENT 

Thus, present tax expenditures are half as 
large as direct Federal expenditures in higher 
education and I believe both should be re-
viewed in the sunset legislation. · 

As Senator Glenn pointed out on Septem
ber 30, 1978; this bill does not sunset tax 
expenditures, it merely provides an · initial 

review process. The amendment does not 
terminate or modify in any way any tax 
incentive provision. It merely requires the 
tax writing committees to report and the 
Congress to enact, in the next session a pro
cedure !or orderly review and reauthoriza
tion of all tax incentives, a procedure to be in 
place by the end of 1980, with the reauthori
zation process stretching out over a IO-year 
period. At the present time there is no such 
regular review process. and during the last 
few years the Federal revenue foregone as a 
result o! tax incentives has risen from $52 
billion in 1971 to $124 billion this year, and 
is estimated to be $187 b1llion by 1983. We 
must keep watch on this fastest growing 
part of our Federal deficit, one which re
ceives little or no scrutiny compared to direct 
Federal expenditures which periodically must 
go through an authorization and appropria
tions process. 

I want to stress a most important !actor. 
The review is neutral. The tax writing com
mittees, in reviewing tax incentives, may find 
particular incentives working so well that 
they should be increased, and I would prob
ably support that. 

In other cases, the incentives would not be 
changed. In stm other cases, where the in
centive provisions are not doing the Job for 
which they were originally intended, and 
were siphoning off what would otherwise be 
tax revenue, the committees could and should 
recommend termination-"sunsetting" of 
such incentives. In that case, I would hope 
and expect that as revenue once foregone 
became available to the Federal Treasury, a 
reduction in tax rates for individuals and 
corporations a.like would result. Thus, far 
from prompting a tax increase, the amend
ment is designed to produce a tax cut for 
the average American taxpayer. 

It is important to this country that sunset 
legislation be enacted this year-and that it 
include a tax expenditure provision. 

Mr. MUSKIE. Mr. President, I hear the 
argument to have orderly procedure and 
to eliminate nongermane amendments. 

Mr. President, we did set aside these 
amendments, the sunset amendment, 
the Glenn amendment, the Humphrey
Hawkins amendment, for what purpose? 
So that nongermane amendments could 
be considered, taken up, and enacted. 

We approved a lot of nongermane 
amendments. Apparently, what we are 
really talking about are two classes of 
nongermane amendments; nongermane 
amendments that the floor managers 
of the bill approve, and nongermane 
amendments that they do not approve. 
That seems to be the argument. 

Mr. President, for many years I have 
thought we ought to have a rule of ger
maneness to deal with this kind of situa
tion, as a safeguard against this kind of 
chaos. But we do not. The reason we do 
not is that the Senate wishes to reserve to 
itself the flexibility to take up important 
matters at any time that may not neces
sarily be germane to the pending busi
ness. Those of us who have been around 
here all understand that. 

For 2 days I have agreed to put my 
amendment aside so that nongermane 
amendments of lesser importance, even 
amendments that might not be consist
ent with the public interest, might be 
considered and acted upon. 

The reason I offered sunset to this bill 
is that with a week or less left, this is the 
only chance I can see to get this high 
priority issue before the Senate and, 
hopefully, eventually before the House; 

the last chance. It is an idea we have 
been trying to implement for 3 years. 
So I have offered it to this bill. 

In a parliamentary sense, it is not ger
mane, but in a real sense it is germane. 
Because what we are talking about is 
enacting tax measures that reduce reve
nues, as this one does at this point, by $50 
billion on an annual basis. We ought to 
be considering an effective policy and 
program to reduce spending so that defi
cits will not go through the roof. So in a 
practical policy sense, sunset is as rele
vant to this bill as anything else one 
could consider. 

It is not the ideal place to have it. 
I would rather have it considered sepa
rately. I would rather have the House 
consider it separately. But if this cloture 
petition prevails you can kiss sunset 
goodbye for the rest of this session. There 
is no other vehicle that will permit us to 
act on it, and at the same time get the 
issue to the House in a way that will per
mit the House to act on it. 

I am only speaking about sunset. There 
are other important issues, which are im
portant to other Senators, that have 
been offered to this bill. This is a legiti
mate way to consider them. 

As a matter of fact, the Senate really 
wants to consider them and if we are able 
to get time agreements, this could be 
the most expeditious way in which to 
dispose of them, rather than going 
through this parliamentary maneuver 
on every new legislative vehicle that 
comes along. 

I urge my colleagues to vote "no" on 
this first cloture motion and give us an 
opportunity to dispose of these other is
sues on an up or down basis. 

I yield, at this point, 3 minutes to my 
good friend from Wisconsin. 

Mr. NELSON. Mr. Presi<lent, let me 
say for purposes of economy'of time that 
I endorse everything that the distin
guished Senator from Maine has just 
said in the past 3 minutes. 

Let me add to that that I agree and 
I would support and will support a rule 
next year-and we will find out how 
many are prepared to do so-that there 
be nongermane amendments offered to 
any tax bill when it comes before the 
Senate. All of those who are now argu
ing for a rule of germaneness, I think we 
will find a good many of them refusing 
to do that. 

I offered the hospital cost containment 
bill, which has been a proposal of the ad
ministration running on now to 2 years, 
almost 2 years. I offered the Humphrey
Hawkins amendment on Saturday, which 
has been a proposal that has been around 
for 4 years. I have said to the leader
ship and to the minority that I will ac
cept a time limitation, either on this 
bill or, if they do not want it on this bill, 
Just guarantee that we will have a bill be
fore us. I shall agree to a 1-hour time 
limitation on hospital cost containment 
so far as I am concerned, 30 minutes to 
the side. 

I would agree, although there are 
others who are involved here who may 
not, but so far as I am concerned, to a 
1-hour time limitation on Humphrey
Hawkins, with 30 minutes to a side, and 
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take it off this bill. Just guarantee us a 
right to vote. 

Is that too much to ask? These are two 
major programs, supported by the Pres
ident. They had hearings. Humphrey
Hawkins came out of the Human Re
sources Committee on May 4, 5 months 
ago. The hospital cost containment pro
posal was made by the administration 
more than a year-and-a-half ago. Those 
who say we ought to keep the amend
ments to this bill germane but who, at 
the same time, will not agree to a time 
limitation force those of us who think 
these are important enough measures to 
put them on this bill because that is the 
only way we can get it before the Senate 
for a vote. After all, the public is en
titled to see where we stand on t.hese is
sues and we ought to have a vote. 

Hospital cost containment., the admin
istration proposal, would save $59 bil
lion through 1981. The compromise I of
fer would save $30 billion. We hear all 
this rhetoric on the floor of the Senate 
about holding down inflation, cutting 
back on Federal expenditures. Hospital 
cost containment would save the Federal 
Government $11 billion between now and 
1982. Is that not important enough to 
vote on? Is there anything in this pend
ing legislation that is going to save $11 
billion except possibly Senator MusKIE's 
proposal; which is not a tax billion it
self? 

So the moment the leadership, the 
minority and the majority, will say, "We 
will give you 1 hour on Humphrey-Haw
kins, and 1 hour of debate on hospital 
cost containment," I shall be happy to 
pull down the amendments, set them 
aside, and take them up. We waste more 
than an hour. We waste more time on 
every little unanimous-consent request 
than anybody can think of around here. 

That is the offer. I am happy to go 
with it. If you want to pass this bill by 
Saturday, give us an hour on each; I will 
pull it down. Give us another little tax 
bill, customs bill or something, and we 
will settle the issue very quickly. 

Now let us find out who it is that wants 
to vote on these issues and who really 
·does not. 

Mr. LONG. Mr. President, the Senate 
is going to have to decide that it wants 
to pass this bill; if it wants to pass this 
bill any time between now and Novem
ber, the Senate is going to have to give 
us cloture on this bill. Otherwise, Mr. 
President, we shall be hearing all sorts 
of amendments that are not germane to 
the bill and that are extremely contro
versial that, if they are added to the 
bill, will mean that the bill probably will 
not become law, anyhow. It probably will 
not even pass the Senate, because that 
will involve other issues where we could 
not get a limitation; people just would 
not agree to it. 

Here are the Muskie and the Glenn 
amendments. I doubt very much that one 
can get a limitation of debate on that. I 
do not believe it could be done. 

The Humphrey-Hawkins amendment, 
they cannot get a limitation on that. 
Both of those two are pending. 

Mr. President, just look at all the other 
amendments that are here. Yes; I have 
been willing to accept some amendments 

that are not germane to the bill, but they 
were tax amendments or they were wel
fare amendments, and we have some tax 
and welfare amendments in the bill. But 
here is all the printed amendments we 
have to vote on already, Mr. President. 
Senators have up until the decision on 
cloture has been announced to file addi
tional amendments. They can, if they 
want to, file hundreds of additional 
amendments between now and the time 
the announcement is finally made. For 
example, if there is anything in the bill 
they do not like, they can put an amend
ment out there to strike it between now 
and the time the decision on cloture has 
been announced. 

If we do not limit the bill on some 
reasonable basis, as has been proposed, 
but instead permit this bill to be the 
horse, you might say, for more riders
for the Humphrey-Hawkins bill and the 
sunset bill, for hospital costs contain
ment and the textile quota proposal-all 
that means is that the horse just cannot 
carry that much burden. 

I have said many times that these 
enormous bills, if they are going to have 
a rider, should not have a rider so big 
that the horse cannot carry it. Mr. Presi
dent, if you load all these amendments 
on the bill in addition to what is on there 
already, then to think that the bill is 
going to become law is just to deceive 
ourselves. We have all we can handle 
here in the area on which we will be vot
ing. Senators are going to have to decide 
that they will not let this bill be held 
hostage for the other controversial meas
ures that are yet to be voted on if this 
bill is to become law. 

Otherwise, Mr. President, the October 
14 adjournment date is out; just forget 
about it. We are not going to be able to 
adjourn on October 14. That is a com
mitment that has been made, but only 
the Senate can keep that commitment. 
Only the Senate can decide that we are 
going to take care of the crucial matters 
that must be voted on. But we are going 
to have to say we will vote on this bill, 
but this will have to stand alone, we will 
limit it to germane amendments. Then if 
you want to take up Humphrey-Hawkins, 
see if we can get cloture on that; if you 
want to take up sunset, see if we can get 
cloture on that. Either this bill will not 
pass or we will be here in November and 
December arguing about it. 

In addition to all this yet to be voted 
on, there are 60 unprinted amendments 
out there that also may have to be voted 
on, in addition to all those that will 
come to the desk between now and the 
time we announce the result of the clo
ture vote. 

Mr. BIDEN. Will the Senator yield for 
a question? 

Mr. LONG. I yield. 
Mr. BID EN. Did I understand the Sen

ator to say he would agree, he would like 
to see a time agreement on the Muskie 
and Glenn amendments? 

Mr. LONG. I am not in favor of the 
Glenn amendment, I say to the Senator. 
As far as I am concerned, I am not ready 
to agree to an amendment of that sort. 

As far as I am concerned, I do not 
think the Senate understands that 
amendment. I am not sure I fully under-

stood it myself. So I am not ready to 
agree to that. 

As a matter of fact, that is not ger
mane to this bill and I do not think it is 
even germane to the Muskie amendment. 

Mr. MUSKIE. Mr. President, how 
much time do I have left? 

The PRESIDING OFFICER. The 
Senator has 2 minutes remaining. 

Mr. MUSKIE. I yield 2 minutes to the 
Senator from Ohio. 

Mr. GLENN. Mr. President, I think the 
last statement by the manager of the bill 
places the blame exactly where it should 
be. The hesitancy about permitting a 
vote on these very important matters 
lies strictly with the floor manager of 
the bill. I was willing to settle the other 
night for 15 minutes, evenly divided, 7¥2 
minutes to a side, if we could get a vote. 
That could not be agreed to. 

To say that the amendment I have of
fered is one that is hard to understand 
just flies in the face of reason. It is very 
simple. It says that we will place a review 
process-nothing more-a review proc
ess on tax incentives and tax amend
ments. 

All the other items, any of these things 
that have been brought up on about 
what we do to veterans, widows and 
children, and all the other things, are 
just not correct. 

So I want to correct that impression. 
The blame lies not with us for being 
unwilling to accept a vote. We would have 
accepted a vote at any time, and all in 
a very short time limit. 

So we have not been delaying things. 
Mr. President, I am extremely glad the 

Senate has had an opportunity to con
sider this proposal, after 3 years of 
working with Senator MUSKIE on this. 

The PRESIDING OFFICER. The 
time of the Senator has expired. 

Mr. GLENN. I thank the Chair and 1 
thank Senator MUSKIE. 

CLOTURE MOTION 
The PRESIDING OFFICER. Under 

the previous order, the time for debate 
having expired, the clerk will state the 
motion to invoke cloture. 

The legislative clerk read as follows: 
CLOTURE MOTION ( As MQDIFIED) 

We, the undersigned Sena.tors, in accord
ance with the provisions of Rule XXII of the 
Standing Rules of the Senate, hereby move 
to bring to a close debate on the committee 
amendment in the nature of a substitute for 
H.R. 13511, a bill to amend the Internal Rev
enue Code of 1954 to reduce income taxes, 
and for other purposes. 

Robert C. Byrd, Gaylord Nelson, Muriel 
Humphrey, Harrison A. Williams, Jr., 
Spark M. Matsunaga, Donald W. Riegle, 
Jr., Alan Cranston, Russell B. Long, 
Abraham Ribicoff, Robert Dole, How
ard H. Baker, Jr., Jacob K. Javits, 
Clifford P. Hansen, Howard M. Metzen
baum, Barry Goldwater, Carl T. Curtis, 
James B. Pearson, Lowell P . Weicker, 
Jr., Richard S. Schweiker, Paul Laxalt. 

VOTE 

The PRESIDING OFFICER. The ques
tion is, is it the sense of the Senate that 
debate be brought to a close? 
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The yeas and nays are automatic. The 
clerk will call the roll. 

The legislative clerk called the roll. 
Mr. CRANSTON. I announce that the 

Senator from Minnesota (Mr. ANDER
SON), the Senator from Arkansas <Mr. 
BUMPERS), the Senator from Nevada (Mr. 
CANNON), the Senator from Colorado 
(Mr. HASKELL), and the Senator from 
Maine <Mr. HATHAWAY) are necessarily 
absent. 

I further announce that, if present and 
voting, the Senator from Minnesota (Mr. 
ANDERSON) would vote "nay." 

Mr. STEVENS. I announce that the 
Senator from New Mexico <Mr. DoME
NICI), the Senator from Michigan (Mr. 
GRIFFIN) , the Senator from Idaho <Mr. 
McCLURE), the Senator from Illinois (Mr. 
PERCY), and the Senator from Texas (Mr. 
TowER) are necessarily absent. 

I further announce that, if present and 
voting, the Senator from Texas <Mr. 
TOWER) would vote "yea." 

The PRESIDING OFFICER. Have all 
Senators voted? 

The result was announced-yeas 62, 
nays 28, as follows: 

[Rollcall Vote No. 465 Leg.] 
YEAS-62 

Allen Hansen 
Baker Hatch 
Bartlett Hatfield, 
Bellman Mark o. 
Bentsen Hayakawa 
Burdick Heinz 
Byrd, Helms 

Harry F., Jr. Hollings 
Byrd, Robert c. Huddleston 
Chafee Jackson 
Church Johnston 
Curtis Laxal t 
Danforth Leahy 
DeConcini Long 
Dole Lugar 
Durkin Magnuson 
Eagleton Mathias 
Eastland Melcher 
Ford Moynihan 
Garn Nunn 
Goldwater Packwood 
Gravel Pearson 

Abourezk 
Bayh 
Bid en 
Brooke 
Case 
Chiles 
Clark 
Cranston 
Culver 
Glenn 

NAYS-28 
Hart 
Hatfield, 

Paul G. 
Hodges 
Humphrey 
Inouye 
Javits 
Kennedy 
Matsunaga 
McGovern 

Pell 
Randolph 
Ribicoff 
Roth 
Sasser 
Schmitt 
Schweiker 
Scott 
Sparkman 
Stafford 
Stennis 
Stevens 
Stevenson 
Stone 
Talmadge 
Thurmond 
Wallop 
Weicker 
Young 
Zorinsky 

Mcintyre 
Metzenbaum 
Morgan 
Muskie 
Nelson 
Proxmire 
Riegle 
Sar banes 
Williams 

NOT VOTING-10 
Anderson 
Bumpers 
Cannon 
Domenic! 

Griffin 
Haskell 
Hathaway 
McClure 

Percy 
Tower 

The PRESIDING OFFICER. On this 
vote, the yeas are 62, the nays are 28. 
Three-fifths of the Senators duly chosen 
and sworn having voted in the affirma
tive, the motion is agreed to. 

Each Senator now has 1 hour for 
debate. 

Who yields time? 

PUBLIC UTILITY RATES
CONFERENCE REPORT 

The Senate continued with the consid
eration of the conference report. 

The PRESIDING OFFICER. The Sen
ate will now proceed to vote on the con
ference report on H.R. 4018. On this 

question the yeas and nays have been or
dered, and the clerk will call the roll. 

Mr. JACKSON. Mr. President, a par
liamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. JACKSON. Mr. President, I ask 
unanimous consent that the clerk indi
cate which conference we are now about 
to vote on. Is it the utility rate reform 
conference report or the conservation 
bill? 

The PRESIDING OFFICER. It is the 
utility rate reform conference report. 

The Clerk will call the roll. 
The second assistant legislative clerk 

called the roll. · 
Mr. PACKWOOD (after having voted 

in the affirmative). Mr. President, on 
this vote I have a pair with the dis
tinguished Senator from Texas (Mr. 
TOWER). If he were present and voting, 
he would vote "nay." I have previously 
voted "yea." I withdraw my vote. 

Mr. CRANSTON. I announce that the 
Senator from Minnesota (Mr. ANDER
SON), the Senator from Arkansas (Mr. 
BUMPERS), the Senator from Nevada 
(Mr. CANNON), the Senator from Colo
rado (Mr. HASKELL), and the Senator 
from Maine (Mr. HATHAWAY) are neces
sarily absent. 

I further announce that, if present and 
voting, the Senator from Minnesota (Mr. 
ANDERSON) would vote "yea." 

Mr. STEVENS. I announce that the 
Senator from New Mexico (Mr. Do
MEN1c1), the Senator from Michigan (Mr. 
GRIFFIN), the Senator from Idaho (Mr. 
McCLURE), the Senator from Illinois 
(Mr. PERCY), and the Senator from Texas 
<Mr. TOWER) are necessarily absent. 

I further announce that, if present and 
voting the Senator from New Mexico 
(Mr. DoMENICI) and the Senator from 
Illinois <Mr. PERCY) would each vote 
"yea." 

The PRESIDING OFFICER. Have all 
Members in the Chamber voted? 

The result was announced-yeas 76, 
nays 13, as follows: 

[Rollcall Vote No. 466 Leg.] 
YEAS-76 

Abourezk Hatfield, 
Allen Mark O. 
Baker Hatfield, 
Bayh Paul G. 
Bentsen Hayakawa 
Biden Heinz 
Brooke Helms 
Burdick Hodges 
Byrd, Hollings 

Harry F., Jr. Huddleston 
Byrd, Robert C. Humphrey 
Case Inouye 
Chafee Jackson 
Chiles Javits 
Church Johnston 
Clark Kennedy 
Cranston Leahy 
Culver Long 
Danforth Magnuson 
DeConclni Mathias 
Dole Matsunaga 
Durkin McGovern 
Eagleton Mcintyre 
Ford Melcher 
Glenn Metzenbaum 
Gravel Morgan 
Hart Moynihan 

Bartlett 
Bellmon 
Curtis 
Garn 

NAYS-13 
Goldwater 
Hansen 
Hatch 
Laxalt 

Muskie 
Nelson 
Nunn 
Pearson 
Pell 
Proxmire 
Randolph 
Ribicoff 
Riegle 
Roth 
Sar banes 
Sasser 
Schweiker 
Sparkman 
Stafford 
Stevens 
Stevenson 
Stone 
Talmadge 
Thurmond 
Wallop 
Weick er 
Williams 
Young 
Zorinsky 

Lugar 
Schmitt 
Scott 
Stennis 

PRESENT AND GIVING A LIVE PAIR, AS 
PREVIOUSLY RECORDED-! 

Packwood, !or. 

Anderson 
Bumpers 
Cannon 
Domenic! 

NOT VOTING-11 
Griffin 
Haskell 
Hathaway 
McClure 

Percy 
Tower 

So the conference report on H.R. 4018 
was agreed to. 

Mr. JACKSON. Mr. President, I move 
to reconsider the vote by which the con
ference report was agreed to. 

Mr. RANDOLPH. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

NATIONAL ENERGY CONSERVATION 
POLICY ACT-CONFERENCE RE
PORT 

The PRESIDING OFFICER (Mr. 
METZENBAUM). The question is on agree
ing to the conference report on H.R. 
5037, the conference report on conserva
tion. 

Mr. JACKSON. Mr. President, parlia
mentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. JACKSON. Is that not the con
ference report on conservation? 

The PRESIDING OFFICER. The Sen
ator from Washington is correct. 

The yeas and nays have been ordered, 
and the clerk will call he roll. 

The legislative clerk called the roll. 
Mr. STAFFORD (when his nam~ was 

called). Mr. President, on this vote I have 
a pair with the Senator from Texas (Mr. 
TOWER) . If he were present and voting, 
he would vote "nay." If I were at liberty 

.to vote, I would vote "yea." Therefore, 
I withhold my vote. 

Mr. CRANSTON: I announce that the 
Senator from Minnesota (Mr. ANDER
SON), the Senator from Arkansas (Mr. 
BUMPERS) the Senator from Nevada 
(Mr. CANNON), the Senator from Colo
rado (Mr. HASKELL), and the Senator 
from Maine (Mr. HATHAWAY) are neces
sarily absent. 

Mr. STEVENS. I announce that the 
Senator from New Mexico (Mr. 
DoMENICI) , the Senator from Michigan 
<Mr. GRIFFIN), the Senator from Idaho 
(Mr. McCLURE), the Senator from Illi
nois (Mr. PERCY), and the Senator from 
Texas (Mr. TOWER) are necessarily ab
sent. 

I further announce that, if present 
and voting, the Senator from New Mex
ico (Mr. DoMEN1c1) and the Senator 
from Illinois (Mr. PERCY), would each 
vote "yea." 

The PRESIDING OFFICER (Mr. 
METZENBAUM). Have all Senators voted? 

The result was announced-yeas 86, 
nay~ 3, as follows: 

A.bourezk 
Allen 
Baker 
Bartlett 
Bayh 
Bellman 
Bentsen 
Blden 
Brooke 

[Rollcall Vote No. 467 Leg. J 
YEAS-86 

Burdick Cranston 
Byrd, Culver 

Harry F., Jr. Curtis 
Byrd, Robert C. Danforth 
Case DeConclni 
Chafee Dole 
Chiles Durkin 
Church Eastland 
Clark Ford 
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Glenn 
Goldwater 
Gravel 
Hansen 
Hart 
Hatfield, 

Marko. 
Hatfield, 

Paul G. 
Hayakawa 
Heinz 
Helms 
H-odges 
Hollings 
Huddleston 
Humphrey 
Inouye 
Jackson 
Javit.s 
Johnston 
Kennedy 

Leahy 
Long 
Lugar 
Magnuson 
Mathias 
Matsunaga 
McGovern 
Mcintyre 
Melcher 
Metzenbaum 
Morgan 
Moynihan 
Muskie 
Nelson 
Nunn 
Packwood 
Pearson 
Pell 
Proxmire 
Randolph 
Ribiootr 

NAY8-3 

Rlegle 
Roth 
Sar banes 
Sasser 
Schmitt 
Schweiker 
Scott 
Sparkman 
Stennis 
St.evens 
Stevenson 
Stone 
Talmadge 
Thurmond 
Wallop 
Weicker 
Williams 
Young 
Zorinsky 

Garn Hatch Laxalt 

PRESENT AND GIVING A LIVE PAIR, AS 
PREVIOUSLY RECORDED-1 

Stafford, for. 

NOT VOTING-10 
Anderson 
Bumpers 
Cannon 
Domenici 

Griffin 
Haskell 
Hathaway 
McClure 

Percy 
Tower 

So the conference report (H.R. 5037) 
was agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconside::.· the vote by which 
the conference report was agreed to. 

Mr. President, I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

CLARIFICATION OF CLOTURE VOTE 

• Mr. ROTH. Mr. President, earlier this 
afternoon I voted for the motion to in
voke cloture filed by the distinguished 
majority leader on H.R. 13511, the Rev
enue Act of 1978. I would like to take 
just a moment to clarify why I voted as 
I did. 

Mr. President, although the Sunset 
legislation itself has been through ex
tensive hearings over the past 3 years, I 
am not satisfied that the Senate has had 
ample time to consider the tax expendi
ture review amendment proposed by 
Senator GLENN. Unlike the Muskie-Roth 
Sunset bill, which has received broad bi
partisan support, the amendment pro
posed by Senator GLENN has stirred con
troversy and raised serious concerns 
among Members on both sides of the 
aisle. The serious economic effects of the 
amendment are unknown and we can 
ill-afford to adopt proposals with such 
far-reaching effects without a very clear 
idea of the possible economic repercus
sions. 

Because of my serious reservations and 
deep concern with respect to the Glenn 
amendment and my desire that the 
Senate have the opportunity to fully de
bate the proposal, I supported cloture. I 
did so with the full realization that the 
passage of cloture on the tax bill would 
spell doom for not only the tax expendi
ture review amendment but also for the 
Muskie-Roth Sunset bill for which I have 
fought hard and the passage · of which 
I have set as one of my major goals. I 
hope the issue can be debated at length 
during the next Congress and a more 
precise understanding of its effects can 
be obtained.• 

REVENUE ACT OF 1978 
The Senate continued with the con

sideration of the bill. 
The PRESIDING OFFICER. The Sen

ator from Colorado. 
Mr. HART. Mr. President, I call up my 

printed amendment No. 4029 and ask for 
its immediate consideration. 

Mr. President, a parliamentary in
quiry. What is the pending business? 

AMENDMENT NO. 4049 

The PRESIDING OFFICER. Is that an 
amendment to the Nelson amendment? 
The pending question is the Nelson 
amendment. 

Mr. HART. A parliamentary inquiry, 
Mr. President. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HART. At what time does the Sen
ate go back to the consideration of the 
tax bill? 

Mr. LONG. Mr. President, a point of 
order. The announced amendment is not 
germane. 

The PRESIDING OFFICER. The Sen
ate continued with the consideration of 
the bill which the clerk will state by title. 

The assistant legislative clerk read as 
follows: 

A bill (H.R. 13511) to amend the Internal 
Revenue Code of 1954 to reduce income taxes, 
and for other purposes. 

The PRESIDING OFFICER. The pend
ing business is the Nelson amendment. 

Mr. LONG. My point of order is that 
it is not germane, Mr. President. 

The PRESIDING OFFICER. The point 
of order having been made, cloture hav
ing been invoked which requires ger
maneness of amendments, the Chair 
holds that the point of order--

Mr. NELSON. Mr. President, I ask 
unanimous consent that my pending 
amendment be temporarily laid aside. 

Mr. HATCH. Reserving the right to 
object--

Mr. CURTIS. Reserving the right to 
object, may I inquire what the request 
was? 

Mr. NELSON. To temporarily lay aside 
the pending amendment. 

The PRESIDING OFFICER. The Chair 
has not finished ruling on the point of 
order. The Chair rules that the point of 
order is well taken. 

Does the Senator from Wisconsin de
sire recognition? 

Mr. NELSON. Mr. President, I call at
tention to the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. NELSON. Mr. President, I ask 
unanimous consent that the order 
for--

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be r~scinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
there has been some inclination on the 
part of several Senators to appeal the 
ruling of the Chair. I have implored 
those Senators not to appeal the ruling 
of the Chair. The Humphrey-Hawkins 
amendment obviously is not germane. 

Therefore, I want to say again that I 
hope the ruling will not be appealed. I 
do not believe it will be appealed. I sug
gest we proceed. 

Mr. NELSON. Mr. President, I would 
just like to say--

Mr. ROBERT C. BYRD. Let me say 
this, too, :..rr. President, on the part of 
other Senators who may disagree with 
me. I take the whole burden of urging 
that there be no appeal of the ruling of 
the Chair. I make that appeal myself to 
all Senators, not to appeal this ruling 
because the appeal is wrong, the amend
ment obviously is not german". I do not 
believe that the appeal would carry, and 
if the appeal were made an..! failed I 
think the chances then of being success
ful in getting the Humphrey-Hawkins 
measure up and getting cloture on it 
would be nil. 

Mr. NELSON. Mr. President, I do not 
intend to appeal the ruling of the Chair 
on this measure, but I hope that when we 
complete the tax bill, which we may be 
able now to do by tomorrow evening, we 
shall have an opportunity to vote on or to 
get a chance to take up Humphrey-Haw
kins. I, along with a number of others, 
shall make every effort to see that that is 
done. 

AMENDMENT NO. 3681, AS MODIFIED 

The PRESIDING OFFICER. The ques
tion now recurs on agreeing to the 
amendment of the Senator from Maine. 

Mr. LONG. I make the point of order, 
Mr. President, that the amendment is not 
germane. 

The PRESIDING OFFICER. The point 
of order is well taken. 

Mr. MUSKIE. Mr. President, what was 
the item? 

The PRESIDING OFFICER. The 
amendment of the Senator from Ohio to 
the amendment of the Senator from 
Maine. 

AMENDMENT NO. 3678, AS MODIFIED 

The question now is on agreeing to the 
amendment of the Senator from Maine. 

Mr. LONG. I make the point of order, 
Mr. President, that that amendment is 
not germane. 

Mr. MUSKIE. Is this the sunset 
amendment? 

The PRESIDENT OFFICER. The Sen
ator is correct. 

Mr. MUSKIE. Mr. President, I appeal 
the ruling of the Chair. 

The PRESIDING OFFICER. The point 
of order is well taken. Does the Senator 
from Maine desire to appeal the decision 
of the Chair? 

Mr. MUSKIE. In light of the fact that 
I shall have no other opportunity to get a 
vote on this issue on its own merits, which 
I have not yet had--

Mr. GLENN. Mr. President, is this-
The PRESIDING OFFICER. There was 

a ruling on the amendment of the Sena
tor from Ohio that the amendment is not 
germane. '.I'he Chair has now ruled that 
the amendment of the Senator from 
Maine is not germane. 

Mr. MUSKIE. That is the ruling that I 
should like to appeal, because I see no 
other chance to give the Senators a 
chance to vote on sunset on its merits in 
this session. After 3 years, I should at 
least like to have that satisfaction. 
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Mr. LONG. Mr. President, will the Sen
ator withhold his appeal for just a mo
ment, long enough for me to make a brief 
statement? 

The PRESIDING OFFICER. Does the 
Senator from Maine withhold his appeal 
long enough for the Senator from Lou
isiana to make a brief statement? 

Mr. MUSKIE. Of course. 
Mr. LONG. Mr. President, the whole 

idea of cloture is that the Senate agrees 
that it is going to limit itself to germane 
amendments. To do anything other than 
that is to ask the Senate to stultify it
self after having voted to limit itself to 
germaneness. 

The Senator from Maine himself stood 
there and asked the Senate to vote 
against cloture earlier, because his 
amendment would not be in order for 
the simple reason that it would not be 
germane. At this point, to ask the Sen
ate to rule that it is germane after the 
Senator himself said it is not germane is 
to ask this Senate to stultify itself. If 
we are going to do that, we might as well 
not have a cloture rule, because anyone 
can get up and offer amendments to 
anything, an appropriation bill or any
thing else, and ask the Senate to vote on 
its merits when it is clearly out of order. 

The Sena tor from Maine has kept 
amendments from being offered as much 
as anyone, under the budget rule. We 
have not asked anyone to say what 
means, but when the Senate agrees in 
advance that an amendment is not ger
mane, and the Senator himself said it is 
not, he should not then proceed to ap
peal the ruling of the Chair and ask that 
it be germane. 

Mr. CHILES. Will the Senator yield? 
Mr. LONG. Yes. 
Mr, CHILES. If my memory serves me 

right, the Senator who is the distin
guished chairman of the Finance Com
mittee has appealed a ruling on a point 
of order and had overruled a point of 
order that was given by the Chair, has 
he not, on a point raised by the chair
man of the Budget Committee. That is 
all right, I guess: that does not violate 
anything, if the distinguished chairman 
of the Finance Committee wants to ap,
peal something. 

Mr. LONG. We were talking about an 
interpretation of the Budget Act and 
what it means. We were not talking about 
an amendment that everybody agreed in 
advance was not germane. 

Mr. CHILES. I thought we were talk
ing about rules of the Senate and I 
thought we were talking about what 
we passed in here and rules of the Sen
ate and whether they are going to be 
followed, whether we are going to follow 
the Parliamentarian and the rules or not. 
It seems to me the sauce is just the same 
on the goose as it is on the gander if we 
are talking about that. 

Mr. LONG. Those who vote against 
cloture can very well contend that they 
did not vote for cloture and they are 
not going to abide by the cloture rule. 
When one votes for cloture, that is a 
gentlemen's compact at a minimum that 
you are going to limit this to germane
ness. 

Mr. CHILES. This gentleman here has 
a contract and that contract should be 

just as binding that I am going to fol
low the Parliamentarian in all matters 
or not follow him, period; that I am 
going to follow my own persuasion when 
I want to, or I am going to follow the 
rules. It seems to me that that is the 
kind of contract we are talking about 
here. It seems to me the distinguished 
chairman of the Finance Committee is 
saying, "No, I want to overrule the Chair 
when it affects my domain or something 
I am interested in, but don't overrule 
that Chair if you are affecting something 
that I am on the other side of." 

Mr. LONG. Any Senator has the right 
to appeal the ruling of the Chair. Every 
Senator has a right to do so. But I im
plore the Senate, having agreed that it 
is going to limit itself to germaneness, 
to be true to what it, itself, just agreed to 
when it voted the cloture rule, that all 
amendments must be germane. It was 
agreed to in advance that this amend
ment was not germane and the sponsors 
of it asked us to vote against cloture for 
that reason. Therefore, Mr. President, I 
hope the appeal will not be made. 

Mr. MUSKIE. Mr. President, if I may 
have a couple of minutes to respond to 
the distinguished chairman of the Fi -
nance Committee. 

The PRESIDING OFFICER (Mr. 
ABOUREZK). Will the Senator suspend 
for just a minute until we get order in 
the Chamber? 

The S3nator from Maine is recognized 
on his own time. The Chair will ask for 
order in the Chamber so we can hea1· 
what is being said. 

Mr. MUSKIE. Mr. President, first of 
all, I think the distinguished Senator 
from Florida is right on target. The 
chairman of the Committee on Finance 
appealed the _ruling of the Chair on a 
point of order that I raised-that I still 
think was valid-that I think was over
ruled by the Senate as a whole, because 
the Senate was more interested in the 
substantive issue before it than in the 
point of order. Regardless, if it is the 
prerogative of the chairman of the Com
mittee on Finance to appeal the ruling 
of the Chair, it seems to me I have at 
least the same prerogative. 

Second, I did not initiate the cloture 
motion rule. That was initiated by the 
majority leader and the chairman of the 
Committee on Finance in order to cut me 
off, with a nongermane amendment, be
cause they wanted to proceed to the busi
ness of the Senate, which was the tax 
bill, which is their prerogative. 

I was then left with no option but to 
file a cloture motion to try to protect my 
rights. I wanted to vote. I was not seek
ing to delay, I was not filibustering. 

Those who offered the first cloture mo
tion, which has now been approved . by 
the Senate, now seek to sustain that mo
tion on the idea that I was filibustering. 
They are the people who are killing time, 
and are the people who are trying to kill 
sunset. So, I have no choice. 

I make my argument not in terms of 
the parliamentary situation, but in broad 
terms. If we are considering, as we are, 
a tax reduction bill that would cut reve
nues by $50 billion in the first full year
if we are talking about that, then it is 
relevant, in the broad sense if not the 

parliamentary sense, to be doing every
thing we can to insure that spending is 
cut as well. That is what sunset is all 
about. 

This sunset provision does not have 
the Glenn amendment on it, it does not 
have anything else on it. It is just the 
pure mechanism to control spending that 
a majority of this Senate has indicated 
support for; even if we cannot control 
revenues, to control spending. Even in 
that broad sense, I expect I shall lose, 
given the vote on cloture that was taken 
awhile ago. But at least, on the question 
of germaneness, I shall have the only 
vote, apparently, that I am going to get 
in this session, the only vote I am going to 
get, after 3 years of effort, on sunset. So, 
I say to the Senator, I am going to ap
peal in order to get that vote even if I 
do not get any vote except my own. 

Mr. LONG. Will the Senator yield for 
a question? 

Mr. MUSKIE. Yes, I yield. 
Mr. LONG. Does the Senator from 

Maine really contend, does he seriously 
contend that under the precedents on 
cloture, his amendment is germane? 

Mr. MUSKIE. I have said, if the Sen
ator had been listening instead of work
ing up his indignation against me, that 
in terms of th,e parliamentary situation, 
I may not be germane. But in the broad, 
practical, policymaking sense, if you try 
to tell me that cutting spending is not 
related to cutting taxes, then all you 
believe in is escalating deficits. I say they 
are related in the broad policy-related 
sense and I am going to ask for a vote on 
germaneness, because it is the only kind 
of vote I can get in this session after 3 
years of effort. If I lose it, and if I am the 
only Senator voting for it, I am going to 
get a vote. I do not know of any way to 
deny me that vote. 

Mr. LONG addressed the Chair. 
Mr. MUSKIE. So I appeal the ruling 

of the Chair. 
Mr. LONG addressed the Chair. 
The PRESIDING OFFICER. The ap

peal is not debatable. The question 
is--

Mr. MUSKIE. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent to speak for 1 
minute on my own time. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
Mr. ROBERT C. BYRD. Mr. President, 

the distinguished Senator from Maine, in 
ref erring to the cloture motion that had 
been offered, said that the Senator from 
Louisiana and the majority leader had 
offered the cloture motion in order to 
"try to cut me off." 

Of course, I did not have the Senator's 
amendment in mind when I offered the 
cloture motion. I offered it in order to 
cut off all nongermane amendments. I 
did not do so with any intent to direct it 
to the Senator. 

Mr. MUSKIE. I understand that. I 
made that statement in the context of 
my sitting here all this morning and 
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Saturday afternoon, listening to non
germane amendment after nongermane 
amendment, of much less consequence 
than this one, be considered, accepted 
by the floor managers, and adopted by 
the Senate. 

But now I am told that this nonger
mane amendment ought not be consid
ered. The effect of the cloture motion 
was to cut off nongermane amendments, 
and it has done that. I accept that, but 
it forces me into the corner where there 
is only one way I can get a vote. This is it. 

But I did not mean, and I apologize if 
I implied, that the majority leader was 
zeroing in on my situation, because I 
know he was not. 

Mr. ROBERT C. BYRD. I thank the 
Senator. 

Mr. President, may I now have 2 min
utes, and I ask unanimous consent. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr, President, 
I have urged those Senators who were 
very interested in the Humphrey
Hawkins amendment not to appeal the 
ruling of the Chair, and they acceded to 
my request. 

I cannot, in good conscience, then sup
port this appeal. 

I would hope the distinguished Sena
tor from Maine would not press his ap
peal. The amendment is obviously not 
germane. 

I support the sunset amendment. I 
voted with the distinguished Senator 
from Maine the other day in the fracas 
over the budget matter. I voted against 
the Senator from Louisiana's position 
that day. I voted with the Senator from 
Maine, and having urged Senators who 
are very supportive of the Humphrey
Hawkins not to appeal the ruling of the 
Chair, I would hope the Senator would 
not appeal the ruling. 

If he does, I will have to vote against 
the appeal and uphold the Chair because 
the amendment is obviously not germane. 

If cloture is going to mean anything, it 
means that nongermane amendments 
are not in order, no matter how appeal
ing they may be on the surface. 

I would hope, I say with all due re
spect to my friend from Maine, I would 
hope if he presses the appeal that the 
Senate will uphold the Chair. 

I support his amendment, but I do not 
think this is the way to go about it. 

Mr. MUSKIE. Mr. President, if I may 
say this, I have a sneaking idea-I will 
not say anything more-that Humphrey
Hawkins is going to get another chance 
at a vote. 

There is nothing to indicate I will get 
another chance at a vote on sunset in 
this session. 

The distinguished majority leader 
knows I cooperate with him in every way 
I can at any time. I think he has done a 
tremendous job in the last 2 years lead
ing this Senate, dealing with some of the 
most difficult issues that I have ever seen 
the Senate have to face , and I have great 
respect and affection for him. But I just 
cannot let a third year in a row go by 
without some indication of whether this 
idea, which I think the people in the -
country support, is a sensible idea that 
deserves consideration. 

Mr. RIBICOFF. Will the Senator yield? 
Mr. MUSKIE. Yes. 
Mr. RIBICOFF. May I ask the major

ity leader whether he cannot give the 
Senator from Maine the assurance that 
he will have a vote before the session is 
over on sunset? 

I followed my chairman of the Finance 
Committee, but I am in complete agree
ment with the Senator from Maine that 
there is not a more important piece of 
legislation that this Congress, or any suc
ceeding Congress, can adopt than sunset 
legislation if we really are for economy in 
Government. 

I agree with the Senator from Maine 
that it does have an impact on the tax 
bill because if there ever is a way of cut
ting unnecessary expenditures and hav
ing program evaluation, it is the sunset 
proposal of the Senator from Maine. 

I am wondering if the Senator cannot 
give him the assurance. It would seem to 
me that in a day or so we will be finished 
with the tax bill. It is going to take at 
least 3 more days to go through confer
ence. The Senate will have business until 
Saturday. I think for this body and the 
country we should go on record that we 
are for the Senator from Maine's sunset 
proposal. 

Can the Senator not give the Senator 
from Maine that assurance? 

Mr. ROBERT C. BYRD. I can give 
him assurance that I will try. 

The PRESIDING OFFICER. The 2 
minutes of the Senator from West Vir
ginia have expired. 

Mr. ROBERT C. BYRD. I ask unani
mous consent I may proceed for 1 
minute. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. ROBERT C. BYRD. I will try. 
First, I promised Senators who are sup
porting Humphrey-Hawkins I would try 
to get that up, and, second to that, I will 
try to help the Senator get a vote on 
sunset. 

Mr. MUSKIE. On that promise, Mr. 
President, because I know the majority 
leader is a man of his word, because I, 
personally, instinctively recoil against 
stretching the precedents of the Senate 
too far, I will withhold my appeal and 
work with the Senator to try to get a 
vehicle that will enable us an up-or
down, yes-or-no vote on sunset. I would 
like to get a vote this week on sunset. 

The PRESIDING OFFICER. The 
Chair would state that it requires unani
mous consent to withdraw the appeal 
since the yeas and nays were ordered. 

Mr. MUSKIE. Mr. President, I ask 
unanimous consent I may withdraw the 
appeal under the circumstances we 
discussed. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
Mr. HART. Mr. President, a parlia

mentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HART. Would the Chair state 

what the pending business is now before 
the Senate? 

The PRESIDING OFFICER. Yes. 
There is no amendment pending, but 

the order for the Senate is to proceed to 
the Hatch unprinted amendment No. 
2031. 

Several Senators addressed the Chair. 
Mr. HART. Will the Senator yield for 

a unanimous-consent request? 
Mr. HATCH. Yes, on the Senator's 

time. 
Mr. HART. Mr. President, I ask unan

imous consent it be in order to call up 
my amendment No. 4059 at the con
clusion of the pending amendment. 

Mr. NUNN. Mr. President, reserving 
the right to object, and I hope not to 
object, but we have an amendment that 
is very similar to the Senator from Colo
rado's amendment. I would ask that he 
would amend his unanimous-consent re
quest and ask amendment No. 4084, 
which is on the same subject and really 
has some similarities, that he would 
amend the unanimous-consent request 
so that amendment No. 4084 would be 
called up immediately subsequent to the 
disposal of the Senator from Colorado's 
amendment. 

Mr. CURTIS. Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER (Mr. SAR
BANES) . The Senator will state it. 

Mr. CURTIS. If an amendment is 
called up by unanimous consent, under 
the cloture procedure, does that waive 
the germaneness? 

The PRESIDING OFFICER. The 
Chair would inform the Senator from 
Nebraska that it does not waive the 
germaneness requirement postcloture. 

Mr. CURTIS. I thank the Senator. 
Several Senators addressed the Chair. 
Mr. HATCH. I object. 
The PRESIDING OFFICER. Objec

tion is heard. 
The Senator from Utah under the 

previously entered unanimous-consent 
request, it is in order to call up the Sen
ator's amendment. 

Mr. HATCH. Mr. President, I ask 
unanimous consent that the amendment 
of Senator NUNN be permitted to be 
called up at this time and mine imme
diately thereafter. 

Mr. DANFORTH. Reserving the right 
to object--

Several Senators addressed the Chair. 
Mr. DANFORTH. Would the Senator 

restate his request? 
Mr. GLENN. Mr. President, we could 

not hear the proposal of the Senator 
from Utah. 

The PRESIDING OFFICER. The point 
of the Senator from Ohio is well taken. 
The Senate will suspend proceedings 
momentarily, while we clear the aisles. 
Members will take their seats. Members 
who wish to converse will please with
draw to the cloakroom. 

The Senator from Utah, under the 
previous unanimous-consent request, has 
been directed to call up an amendment, 
and he has asked unanimous consent 
that the Senator from Georgia be allowed 
to proceed to call up his amendment. Is 
there objection? 

Mr. HART. Mr. President, reserving 
the right to object, I just want to point 
out that the Senator from Utah is now 
calling up his amendment by unanimous 
consent. I made the same request of the 
Senate. The Senator from Utah has 
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objected and has now interposed another 
objection, which is not even in keeping 
with what the Senator from Georgia 
wants. I am curious as to why he would 
make that request, but under the circum
stances I have to object. 

The PRESIDING OFFICER. Objec
tion is heard. 

UP AMENDMENT NO. 2031 
(Purpose: To reinstate the tax treatment 

with respect to annuity contracts with re
serves based on a segregated account as 
they existed prior to the issuance of Rev
enue Ruling 77-85. To reaffirm existing 
law as upheld by U.S. District Court 
against mega! IRS ruling 77-85, an IRS 
ruling which unilaterally overturned 70 
consistent IRS rulings over a decade and 
remade tax law without the consent of 
Congress and in the face of the opposition 
of the Congress) 

Mr. HATCH. Let us proceed with the 
Hatch amendment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Utah (Mr. HATCH) pro
poses an unprinted amendment numbered 
2031, for himself, Mr. SCHWEIKER, and Mr. 
TOWER. 

The amendment is as follows: 
At the end of the b1ll add the following 

new section: 
SEc. . That in the case of annuity con

tracts which have related amounts based on 
a segregated asset account, the tax treat
ment of such contracts under section 61 of 
the Internal Revenue Code of 1954 (defin
ing gross income) and section 801 (g) (1) (B) 
of such Code (relating to contracts with re
serves based on a segregated asset account) 
shall be determined-

( 1) without regard to Revenue Ruling 
77-85 (and without regard to any other 
regulation, ruling, or decision reaching the 
same result as, or a result similar to, the 
result set forth in such Revenue ruling); 
and 

(2) with full regard to the rules in effect 
before Revenue Ruling 77-85. 

Mr. HATCH. Mr. President, this 
amendment would correct the Internal 
Revenue Service, which has issued more 
than 70 rulings on investment annuities 
anu now is going to revoke all those rul
ings, while admitting that they do not 
know what they are doing. The amend
ment requires that they not be able to 
do this unless Congress approves. 

With that, I ask for the yeas and nays 
on my amendment. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. PROXMIRE. Mr. President, I ask 

the Chair if this amendment is in order, 
if it is germane. 

The PRESIDING OFFICER. If the 
Senator will extend the Chair a degree 
of patience, the Chair will examine the 
amendment. 

The Chair advises the Senator from 
Wisconsin that if he wishes to lodge a 
point of order against the amendment 
on the ground of germaneness, the 
Chair will be prepared to rule on that 
point of order; but the Chair does not 
feel that it can counsel the Senator in 
response to a parliamentary inquiry as 

to whether or not the amendment is 
germane. 

Mr. PROXMIRE. I ask the Senator 
from Utah whether this is the invest
ment annuity amendment. 

Mr. HATCH. Yes. 
Mr. PROXMIRE. Mr. President, I 

make the point of order that this 
amendment is not germane. 

The PRESIDING OFFICER. There 
being nothing in the bill dealing with 
investment annuity contracts, the Chair 
sustains the point of order raised by the 
Senator from Wisconsin. 

UP AMENDMENT NO. 2033 
(Purpose: To prohibit the issuance o<f fringe 

benefit regulations) 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Utah (Mr. HATCH) pro
poses an unprinted amendment numbered 
2033, for himself, Mr. STEVENS, Mr. CURTIS, 
Mr. EASTLAND, Mr. TOWER, Mr. YOUNG, Mr. 
DOMENIC!, Mr. SCHMITT, Mr. HELMS, Mr. 
GARN, Mr. GOLDWATER, and Mr. HAYAKAWA. 

The amendment is as follows: 
At the end of the bill add the following 

section: 
SEC. . FRINGE BENEFIT REGULATIONS. 

No regulation shall be issued in final form 
providing for the inclusion of any fringe 
benefit as part of gross income by reason of 
Section 61 of the Internal Reveue Code of 
1954. 

Mr. HATCH. Mr. President, this 
amendment would prevent the IRS from 
issuing regulations with regard to fringe 
benefits without the consent of Congress. 

With that, I ask for the yeas and nays. 
The PRESIDING OFFICER. Is there 

a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. METZENBAUM. Mr. President, I 

raise the point of order with respect to 
this amendment that it is no-t germane. 

The PRESIDING OFFICER. A point of 
order against the amendment on the 
ground of germaneness has been raised. 

Although this bill does deal with the 
subject of fringe benefits in another re
gard, this amendment would add new 
subject matter and therefore is not ger
mane, and the point of order is sustained. 

Under the previous order, the Senator 
from Florida (Mr. STONE) is recognized 
to call up an amendment numbered 3882. 

Mr. MELCHER. Mr. President, I won
der if the proper order is not that my 
amendment is to be called up at this 
time. 

The PRESIDING OFFICER. Will the 
Senator repeat that? 

UP AMENDMENT NO . 2034 
(Purpose: To provide that both the deced

ent's and spouse's services are given ade
quate consideration in determining estate 
tax basis for jointly owned farm or busi
ness interests) 

Mr. MELCHER. Mr. President, a par
liamentary inquiry. I wonder whether a 
review of the order of amendments will 
show that mine is the next up. 

The PRESIDING OFFICER. The 
Chair informs the Senator from Mon
tana that it is the Chair's understanding 

that the Senator's amendment is to fol
low that of the Senator from Florida. 
Since the Senator from Florida is not 
present to call up the amendment, the 
Chair recognizes the Senator from Mon
tana to call up amendment No. 2034. 

The amendment will be stated. 
Mr. MELCHER. Mr. President, I yield 

to the Senator from Colorado for a unan
imous-consent request. 

The assistant legislative clerk read as 
follows: 

The Senator from Montana (Mr. MELCHER) 
proposes an unprinted amendment numbered 
2034. 

The amendment is a~ follows: 
On page 374, line 18, strike out "spouse of 

the decedent" and insert in lieu thereof "de
cedent and the spouse of the decedent". 

On page 374, lines 22 and 23, strike out 
"acquisition indebtedness" and insert in lieu 
thereof "value" 

On page 375, lines 7 and 8 , strike out 
"acquisition indebtedness" and insert in lieu 
thereof "value" 

On page 376, strike out lines 8 through 15 
and insert in lieu thereof the following new 
subparagraphs: 

"(C) Inherited property.-For purposes of 
applying this subsection and subsection (a) 
in the case of any property which had been 
acquired as separate property either by the 
decedent or surviving spouse by gift, bequest, 
devise, or inheritance, the value of such 
property (at the time acquired by the de
cedent or surviving spouse) shall be taken 
into account under this subsection as addi
tional consideration furnished by the de
cedent or spouse who acquired such property 
by gift, bequest, devise, or 

"(D) COORDINA'rION WI'l'H SUBSECTION 
(a) .-If elected by the executor, the amount 
of consideration furnished shall be deter
mined solely under this subsection for pur
poses of applying subsection (a). The elec
tion shall b11 made in such manner as 
prescribed by the Secretary." 

The PRESIDING OFFICER. The Sen
ator from Colorado. 

Mr. HART. Mr. President, I ask unani
mous consent that it be in order, follow
ing the disposition of the amendments 
that are pending and which have been 
set aside, to take up the following 
amendments in the following order, bY 
number: 

My amendment No. 4059; the amend
ment by the Senator from Georgia (Mr. 
NUNN), No. 4084; the amendment by the 
Senator from Missouri <Mr. DANFORTH), 
No. 4055; the amendment by the Sena
tor from New York (Mr. JAVITS), No. 
4076. 

Mr. President, this unanimous-con
sent request is put forward because all 
four of these measures have to do with 
the tax rates and in almost all cases 
with conditional tax cuts. So there is 
similarity among these measures, and it 
makes eminent sense to the sponsors to 
take them up serially. 

Mr. HEINZ. Mr. President, reserving 
the right to object, I have been trying to 
get recognition to offer an amendment 
for quite some time-one which happens 
to deal with the question of corporate 
rates for small businesses. I would like 
to go ahead of Mr. DANFORTH and Mr. 
JAVITS, and I would like to dispose of my 
amendment first. I would appreciate it 
if the Senator from Colorado would 
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modify his unanimous-consent request 
accordingly. 

Mr. HART. Mr. President, I modify 
the unanimous-consent request as f al
lows: to insert the amendment by Mr. 
HEINZ fallowing the amendment by the 
Senator from Georgia (Mr. NUNN) and 
prior to the amendment by the Senator 
from ·Missouri (Mr. DANFORTH). 

Mr. HEINZ. Mr. President, reserving 
the right to object, I thank the Senator 
from Colorado and all the Senators in
volved. 

Mr. NUNN. Mr. President, reserving 
the right to object the order would be 
the amendment by the Senator from 
Colorado, followed by the Nunn amend
ment, followed by the Heinz amendment, 
followed by the Danforth amendment, 
followed by the Javits amendment. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. NELSON. Mr. President, are we 
going to proceed here with unanimous 
consent? I would like to get an order in, 
too. I have been waiting for 2 days. 

I am just wondering what is the 
procedure. 

The PRESIDING OFFICER. The Chair 
will inform the Senate that under pre
vious unanimous-consent orders that 
were agreed to. the Chair was following 
the sequence. There is now pending the 
amendment of the Senator from Mon
tana (Mr. MELCHER). Under those pre
vious orders, that will be followed by 
Senator BAYH and Senator HELMS. Be
yond that there is not at the moment 
pending a request for sequence. 

We now have pending, however, the 
request which is now being submitted to 
the Chair which at this point embraces 
amendments offered o:i the part of five 
Members of the Senate. 

Mr. HART. Mr. President, let me state 
to the Senator from Wisconsin one of the 
reasons for propounding this. I think all 
of us have also waited a oouple of days. 
But they are related amendments. They 
make sense back to back with each other. 
I think the debate will flow by having 
them back to back because they are all 
going to relate to each other. 

Mr. NUNN. Mr. President, also I might 
say, if the Senator will yield, it will save 
the Senate a considerable amount of time 
to take the amendments in order. Some 
amendments are interrelated. If some 
amendments are agreed to, some othc
amendments will be withdrawn. If we 
take them out of order, it will take a lot 
more time. I think it makes sense to 
everyone to proceed in this general 
direction. 

The PRESIDING OFFICER. Is there 
objection to the unanimous-consent 
request? 

Mr. LONG. Mr. President, reserving 
the right to object. 

The PRESIDING OFFICER. Reserva
tion is heard. 

Mr. LONG. I will be willing to agree to 
the first two amendments in the order 
requested, but I wish to reserve judgment 
on the remainder of them until I }{now 
about it. I am willing to agree to the first 
two, if the Senator will modify it. 

Mr. HART. Mr. President, I repeat the 
request. 

Mr. MELCHER. Here it is. 
Mr. HART. I ask unanimous consent 

that it be in order following the disposi
tion of the three Helms amendments to 
hold up my amendment No. 2059 and the 
amendment by the Senator from Georgia 
(Mr. NUNN), No. 4084. 

Mr. DANFORTH. Mr. President, re
serving the right to object, I wonder if 
the Senator from Louisiana will not re
consider his concerns about the la.st 
three? 

Mr. LONG. I might be willing to. I do 
not know that much. I am willing to 
agree to the first part of it. We will worry 
about the remainder of it later on. Let us 
get the first two up and then talk about 
the others. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HART. I thank the Senator from 
Montana. 

The PRESIDING OFFICER. Will the 
Senator suspend momentarily? If we 
could clear the aisles we would have 
order in the Senate. Could Members clear 
the aisles, please, and take their seats? 

The Chair will observe there is a great 
number of staff people in the Chamber. 
It will help contribute to the decorum if 
the staff would also take their seats. 

The Senator from Montana. 
UP AMENDMENI' NO. 2045 

Mr. MELCHER. Mr. President, earlier 
today I offered an amendment to 
more equitably arrange for the inherit
ance tax for the surviving spouse in the 
case of the death of her husband for 
property that was owned originally by 
the husband and then later on after 
marriage was shared jointly by the 
couple. 

The situation is that even with the 
bill that is before us and with the very 
fine corrections that Senator NELSON in
corporated in the bill the surviving 
spouse is discriminated against. Gen
erally a case is that of a husband who 
has inherited some property and then 
during the marriage they work side by 
side and the property increases in value 
during their joint ownership, say, for 
25 years or longer, and then the husband 
dies. 

Under my amendment the value of the 
property at the time that the husband 
acquired or inherited it would then be 
deducted in determining the most ad
vantageous tax position for the spouse. 

As I had it originally drafted, the 
Treasury Department had some objec
tions to my amendment. 

For that reason, I have consulted with 
the Treasury Department, and I believe 
we have worked out a satisfactory solu
tion to that. I have a modification of my 
amendment at the desk. 

I ask unanimous consent that the 
amendment be so modified and stated by 
the clerk. 

The PRESIDING OFFICER. Is there 
objection to the unanimous-consent re
quest for the modification of the Sena
tor's amendment? 

Mr. RIBICOFF. Mr. President, the 
amendment of the Senator from Mon
tana has been worked out with the Treas
ury Department, as brought up earlier. 
As modified, it is acceptable to the man
ager of this bill. 

The PRESIDING OFFICER. There 
being no objection to the request, the 
amendment is modified. 

The amendment, as modified, is as 
follows: 

On page 374, line 18, of the Committee 
Amendment strike out "spouse of the deced
en~" and insert in lieu thereof "decedent and 
the spouse of the decedent". 

On page 374, lines 22 and 23, strike out 
"acquisition indebtedness" and insert in lieu 
thereof "value". 

On page 374, line 23, following the comma. 
insert the following: 

"less the portion attributable to the actual 
consideration of each spouse lnclt:.ding area
sonable return on such consideration; pro
vided that the total value attributable to the 
deemed consideration is not greater than 
$500,000," 

Mr. MELCHER. Mr. President, there is 
a question on what should be considered 
as a reasonable return on such actual 
consideration attributable to either 
spouse, and for that purpose I intend that 
the reasonable raturn on such considera
tion will be the prime rate of interest less 
the amount of the property taxes paid 
each year and computed for each year. I 
draw that to the attention of the man
ager of the bill. I hope that meets with 
his approval also. 

Mr. RIBICOFF. With that interpreta
tion. it is agreeable to the manager of 
the bill. 

Finally, Mr. President, I call attention 
to all Members of the Senate that there 
is a cap on this and that the amount at
tributable to be deemed consideration 
would not be greater than $500,000. 

I hope all Members of the Senate can 
accept the amendment. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment, as 
modified, of the Senator from Montana. 

The amendment, as modified, was 
agreed to. 

Mr. MELCHER. Mr. President. I ask 
unanimous consent that Senator PAUL G. 
HATFIELD be added as a cosponsor. 

The PRESIDING OFFICER. Without 
objection. it is so ordered. 

Mr. MELCHER. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to. 

Mr. CURTIS. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. Under the 
previous order, the Senator from Indiana 
is recognized to call up his amendment 
numbered 3992, as modified. 

Mr. METZENBAUM. Mr. President, I 
ask unanimous consent that that amend
ment be temporarily laid aside. The Sen
ator from Indiana obviously is not in the 
Chamber. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Under the previous order, the Senator 
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from North Carolina <Mr. HELMS) is rec
ognized to call up the first of three 
amendments. 

UP AMENDMENT NO. 2040 

(Purpose: To require that certain procedures 
be followed with respect to the IRS "Pro
posed Revenue Procedure on Private Tax
exempt Schools") 

Mr. HELMS. Mr. President, I call up 
my amendment 2040. 

The PRESIDING OFFICER. The clerk 
will report the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from North Carolina (Mr. 
HELMS, for himself, Mr. HATCH, Mr. HAYA
KAWA, and Mr. MORGAN) proposes ·an un
printed amendment numbered 2040: 

At the appropriate place in the bill, add 
the following: 

"That the 'Proposed Revenue Procedure on 
Private Tax-Exempt Schools' proposed by the 
Internal Revenue Service and published on 
page 37296 of the Federal Register of Au
gust 22, 1978, and any other procedure or 
regulation proposed by the Internal Revenue 
Service relating to the same subject shall not 
take effect unless such Service complies with 
all procedures applicable to significant regu
lations of the Department of the Treasury 
(within the meaning of the proposed Direc
tive of such Department relating to the prep
aration, review, and approval of regulations, 
published on page 22319 of the Federal Regis
ter of May 24, 1978). 

Mr. RIBICOFF. Mr. President I raise 
a point of order. The amendme~t is not 
germane. There is nothing in this bill 
relating to it. 

The PRESIDING OFFICER. The Sen
ator from Connecticut made the point of 
order on the ground of germaneness of 
the amendment of the Senator from 
North Carolina. 

The Chair ustains the point of order 
of the Senator from Connecticut on the 
ground of germaneness. 

UP AMENDMENT NO. 2041 

Mr. HELMS. Mr. President, the next 
amendment is 2041 which I call up. 

The PRESIDING OFFICER. The clerk 
will report the next amendment of the 
Senator from North Carolina. 

The assistant legislative clerk read as 
follows: 

The Senator from North Carolina (Mr. 
HELMS) for himself and Mr. HATCH proposes 
an unprinted amendment numbered 2041. 

At the end of the bill, add the following 
new section: 

"Section . (a) This section may be cited 
as the "James B. Allen Taxpayer's Attorney 
Fee Award Act of 1978". 

(b) In any action wherein the United 
States, or the Internal Revenue Service, or 
any person acting as an agent or employee 
of c ';her the United States, or the Internal 
Revenue Service or of both, is a party and 
in which tax liability to the United States 
on the part of any person is at issue or in 
which a declaration, refund, payment, or any 
other matter pertaining to a tax of the 
United States is in dispute, the court may 
in its discretion award reasonable aittorney's 
fees and costs or reasonable practitioner's 
fees and costs to any prevailing party other 
than the United States, the Internal Revenue 
Service, or any person acting as agent or 
employee of either the United States or the 
Internal Revenue Service 01· of both. 

(c) As used in this section, the term "pre
vailing party" means any person 1.he court 
may in its discretion determine to have be
fore that court prevailed substantially on 

the merits, notwithstanding the pendency 
of any appeal. 

Mr. RIBICOFF. Mr. President, I make 
a point of order that the amendment is 
not germane. There is nothing in the 
bill relating to it. 

Mr. HELMS. Mr. President, will the 
Senator withhold that and let me make a 
few comments? Otherwise I am going to 
appeal the ruling of the Chair and get a 
rollcall vote. 

Mr. RIBICOFF. I do not mind the 
Senator making a few comments, but I 
do not think the Senator should be 
threatened by a rollcall vote. I have no 
objection to his making a few comments. 

The PRESIDING OFFICER. As I un
derstand, the Senator from Connecticut 
has withheld momentarily the point of 
order. Does the Senator from North 
Carolina wish to make comments? 

Mr. HELMS. Will the Chair hold up 
for just a moment? 

Mr. HATCH. Mr. President, will the 
Senator yield to me? I move to modify 
the amendment, with the permission of 
the distinguished Senator from North 
Carolina, and I send an unprinted 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. METZENBAUM. There is. I do not 
know what the Senator said. 

The PRESIDING OFFICER. The Sen
ator from Utah seeks to modify the 
amendment offered by the Senator from 
North Carolina. Is there objection to the 
request? 

Mr. PROXMIRE. Mr. President, were 
the yeas and nays ordered, 

The PRESIDING OFFICER. The yeas 
and nays have not been requested. The 
reason the unanimous consent is neces
sary is that· post-cloture an amendment 
cannot be modified except by unani
mous-consent request. 

Mr. METZENBAUM. I object. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. HELMS. Mr. President, I believe 

an amendment can be amended. 
The PRESIDING OFFICER. By an 

amendment at the desk. 
Mr. HATCH. Well, this amendment is 

at the desk. We filed it before cloture 
was invoked. 

The PRESIDING OFFICER. If the 
Senator has an amendment at the desk 
he can call up the amendment. 

Mr. HATCH. I call up that amendment 
and ask that it amend the amendment of 
the distinguished Senator from North 
Carolina. 

Mr. HELMS. To make it parliamentar
ily correct, I call up the Senator's amend
ment. 

Mr. METZENBAUM. Objection. 
The PRESIDING OFFICER. The 

Chair would inform the Senator from 
Utah that the amendment which he had. 
called up is not an amendment to the 
amendment offered by the Senator from 
North Carolina, not drafted as such, but 
is an amendment to the committee sub
stitute. 

Mr. HELMS. Mr. President, I suggest 
the absence of a quorum on my time. 

The PRESIDING OFFICER. It is not 
necessary for the Senator to do that on 

his own time. The clerk will call the 
roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. HELMS. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HELMS. Mr. President, the distin
guished assistant majority leader and I 
have conferred, and I think we are going 
to be able to work out something that is 
satisfactory to all sides. For that reason, 
I ask unanimous consent that I be per
mitted to lay aside this amendment 
temporarily, and to call up amendment 
No. 3850 instead, the third amendment 
that I had hoped to call up. 

The PRESIDING OFFICER. Without 
objection, the pending amendment will 
be temporarily laid aside, and the Sen
ator from North Carolina is recognized 
to call up his third amendment. 

AMENDMENT NO. 3850 

(Purpose: To delete the repeal of the non
business deduction of State and local gaso
line taxes) 

Mr. HELMS. Mr. President, I call up 
my amendment No. 3850. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from North Carolina (for 
himself, Mr. RIEGLE, Mr. HATCH, and Mr. 
TowER,) proposes an amendment numbered 
3850: 

Beginning with line 16 on page 159, strike 
out through line 6 on page 160. 

On page 160, line 7, strike out "Subtitle 
C" and insert in lieu thereof 

Mr. President, I ask unanimous con
sent that further reading of the amend
ment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Beginning with line 16 on page 159, strike 

out through line 6 on page 160. 
On page 160, line 7, strike out "Subtitle 

C" and insert in lieu thereof "Subtitle B". 
On page 161, line 12, strike out "Subtitle 

D" and insert in lieu thereof "Subtitle C". 
On page 201, line 18, strike out "Subtitle 

E" and insert in lieu thereof "Subtitle D". 
On page 211, line 13, strike out "Subtitle 

F" and insert in lieu thereof "Subtitle E". 
On page 224, line l, strike out "Subtitle 

G" and insert in lieu thereof "Subtitle F". 
On pages 126 and 127, strike out the item 

relating to subtitle B of title I of the bill and 
the item relating to section 111, and redesig
nate the items relating to subtitles B, c, D, 
E, F, and G of title I of the bill as relating 
to subtitles A, B, C, D, E, and F. 

Mr. HELMS. I yield myself such time 
as I may require. 

Mr. President, in what has become 
almost an annual event, Congress is 
again attempting to eliminate State and 
local gasoline taxes as a legitimate de
duction on Federal income tax returns_. 

I have the greatest respect for the dis
tinguished chairman of the Senate 
Finance Committee and for the out
standing role he and members of his 
committee have played in formulating 
a bill that-in my opinion-attempts to 
provide meaningful tax reduction. 

At the same time, Mr. President, I take 
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strong exception to the proposed dele
tion of the gas tax deduction. At the 
very moment when we are trying to pro
vide some long overdue relief for the 
American taxpayer, there is no reason 
to increase taxes by disallowing the de
duction. Repeal of the gas tax deduction 
is simply inconsistent with the general 
thrust of this bill. 

Contrary to a sort of myth that some 
have attempted to build up, this deduc
tion is not a rich man's deduction. For 
the very wealthy, the dollar value of this 
deduction is insignificant. Rather, this 
is a modest tax break for the average 
citizen. 

Mr. President, the distinguished Sena
tor from Michigan (Mr. RIEGLE) is a co
sponsor of this amendment, and I hope 
that he will be able to come to the floor 
before a vote is conducted on it, because 
he agrees that citizens receiving the 
greatest benefit from the gasoline tax 
deduction are those who must drive their 
automobiles to work or who live in rural 
areas, and who are forced to travel great 
distances for medical care, groceries, 
farm supplies, and other necessities. 
These are primarily middle-income peo
ple who are already overburdened with 
taxes and who benefit by the few extra 
dollars the deduction affords them. Re
peal of the deduction is nothing more 
than another tax increase, and it cannot 
and should not be viewed in any other 
light. 

The Finance Committee has listed a 
number of reasons for repeal of the de
duction. Basically, the committee makes 
four arguments: First, the State gas tax 
is a user-charge; second, that the deduc
tion invites tax fraud because it is based 
on miles driven, a figure hard to prove 
and easy to manipulate; third, that re
peal of the deduction will help achieve 
tax simplification for taxpayers; and 
fourth, that repeal of the deduction 
will-at least symbolically-promote the 
country's efforts to conserve energy. 

Under close examination, these argu
ments simply do not hold up. 

The Nation's road system benefits 
everyone, not just the motorist. Without 
our modern highway system most essen
tial goods could never be transported 
to consumers. The fact that State high
way taxes are used to provide the prin
cipal funding for State and county roads 
actually highlights the tremendous con
tribution to the national welfare made 
by the motorists. The deduction of the 
gasoline tax does shift part of the cost 
from the highway user to the general 
taxpayer. But all taxpayers benefit in 
many ways from the highway system. 

The tax-cheating argument is a false 
issue. Virtually all tax deductions are 
subject to some abuse, including the gas 
tax deduction. But this is certainly not a 
good reason to eliminate a valid deduc
tion. Our tax system in this country is 
based upon voluntary filing and com
pliance with the law. The deduction may 
indeed present audit difficulties for the 
Internal Revenue Service but since the 
amount of tax savings to itemizers re
sulting from the deduction is relatively 
small, I seriously doubt that there is 
more tax avoidance associated with this 
deduction than others. 

In response to the committee's argu
ment that repeal would promote simpli
fication, there is no evidence that the 
American people favor tax "reform" or 
simplification at the expense of provi
sions which benefit the middle-income 
taxpayer, and that is what we are talk
ing about with this amendment. The 
vast majority of the American people 
see the gas tax deduction as perfectly 
reasonable. The committee report ad
mits that virtually every itemizer claims 
tt .. e deduction. That is proof-so it seems 
to me-that the deduction is easily un
derstood and simple enough for the tax
payer. It is just not reasonable to argue 
that one less deduction-out of many
will simplify the return of the itemizers. 

The energy argument is also highly 
questionable, almost to the point of be
ing absurd. A virtual doubling of the cost 
of gasoline over the past 4 years caused 
by skyrocketing oil prices has not notice
ably altered gasoline consumption in this 
country because the demand for gasoline 
is inelastic. Most Americans work for a 
living, with the vast majority not hav
ing access to alternate means of trans
portation. If enormous increases in the 
price of gasoline will not deter driving, 
elimination of a mere tax deduction will 
have no impact at all. So there goes that 
argument, Mr. President. 

The only impact in disallowing the 
deduction is a tax increase on the Ameri
can people. Over 70 percent of the rev
enue that will be raised from the repeal 
of this deduction will come from tax
payers making less than $30,000 a year. 
In 1983 alone, the elimination of this 
deduction will take an additional $2.2 
billion from the pockets of the American 
taxpayer who will also be facing spiral
ing fuel prices. In the wake of proposi
tion 13, it is hardly the time for Con
gress to burden the American people 
through such a "backdoor" tax increase 
as this if we allow the removal and 
elimination of the gasoline tax deduc
tion. 

Mr. President, I ask unanimous con
sent that an editorial published in the 
Durham Morning Herald on Septem
ber 4, 1978 entitled "Tax Break Should 
Be Kept," be printed in the RECORD. 

There being no objection, the editorial 
was ordered to be printed in the RECORD, 
as follows: 

TAX BREAK SHOULD BE KEPT 

The Carolina Motor Club, along with its 
parent organization, the American Auto
mobile Association, should be commended 
by taxpayers for a iast-dltch effort to try to 
influence members of the Senate Finance 
Committee to turn back a bill that would 
disallow the federal income tax deduction 
for gasoline taxes paid by motorists at the 
state level. 

Unfortunately, the House of Representa
tives already has voted to repeal the tax 
deduction and the bill ls scheduled to go 
before the Senate during the week of 
Sept. 19. 

To date, the repeal provision has not re
ceived the notice it deserves because it was 
only a small part of the omnibus tax pack
age, another case of burying important leg
islation within a complex congressional pro
posal. 

Some proponents of the rescinding action 
contend erroneously that the deduction 
favors the rich because it can be used by 
only those taxpayers. 

That argument ls ridiculously invalid. The 
middle class in this country certainly cannot 
be considered wealthy-not at today's mon
strously inflated prices-but it is upon that 
group that the heaviest of tax burdens are 
heaped. Repeal of the tax deduction for gas 
taxes would deprive the middle-class bread
winners who itemize deductions of a sizable 
return. 

Elimination of the tax deduction also 
would place a discriminatory budren on those 
who must use their cars for transportation 
to and from work. It would be especially 
hurtful to rural residents who must drive 
long distances just for the simple necessities 
of life. 

The 178,000-member Carolina Motor Club 
fears that the repeal is not only possible but 
very probable-unless some minds in Wash
ington are changed quickly. 

Mr. HELMS. Mr. President, I yield to 
the distinguished Senator from Michi
gan. 

Mr. RIEGLE. Mr. President, I thank 
the distinguished Senator from North 
Carolina for yielding. I am delighted to 
join my friend in cosponsoring this 
amendment, because it goes basically 
right to the issue of what I think we are 
trying to accomplish this year in terms 
of our entire tax effort, and that is to try 
to provide some intelligent tax relief, 
particularly for low and middle income 
people; and we have a number of pro
visions in this proposed legislation aimed 
at doing that. 

One of the most important things we 
have done in the past is to have the gaso
line tax deductions for that very same 
purpose. 

So we find ourselves at the moment 
with a paradox where, on the one hand, 
we are going to offer some tax relief 
to low and middle income people, and on 
the other hand we are in the process of 
t~king away a part of the tax code that 
has been there for several years and 
which, as has been pointed out. has 
worked very well. 

In terms of basic philosophy, the gaso
line tax deduction is very simple. The 
question is, should somebody have to pay 
a tax on income that has already been 
hxed away in another form? 

I would submit that they ought not to. 
This approach to this particular tax has 
worked very well over a period of time. 
As has been pointed out, some 87 per
cent of the dollar value of these deduc
tions has been taken by people who fall 
in the $10,000 to $50,000-a-year income 
bracket. So this is not a deduction which 
benefits a handful of people in the coun
try but it has very broad application. It 
has broad application across the whole 
range of what could be legitimately 
termed the middle income taxpayers. 

If anybody wants to advance the argu
ment that somehow or another eliminat
ing this deduction will produce energy 
savings, there is not anything that sup
ports that contention. As a matter of 
fact, what studies have been done sug
gests the reverse, that to eliminate this 
deduction will be inconsequential in 
terms of an effect on energy consump
tion. 

I think it is also important to note 
that a lot of people think driving auto
mobiles is a luxury in today's society. I 
think that is a myth that any careful 
appraisal 'Will dispel. In most instances, 
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people drive cars to get to work, to go 
shopping, to visit their families, on the 
weekends, or what have you. It is for es
sential use. The notion that somehow or 
another by various tax mechanisms to 
try to bite into the normal activities that 
people have to engage in is really a step 
in the wrong direction. 

It would be quite different if today we 
had mass transportation systems in place 
all over the country for people to use as 
an alternative, but they do not exist. As 
a matter of fact, even as we found here 
in the District of Columbia to try to pro
vide them is a multibillion dollar opera
tion, as the subway has proven to be here 
in Washington, D.C. 

I think another point that has to be 
considered is that people, I believe, are 
beginning to realize that so of ten in these 
tax changes we give something with one 
hand and we take it away with another. 
We are running into that right now with 
the social security tax increase for next 
year. A large part of the effect of this tax 
decrease in the legislation before us has 
already been dissipated because of the 
social security tax increase of next year. 
So if in addition to that we are going to 
eliminate the gasoline tax deduction for 
really no sound reason, a deduction that 
has been there for many years, if we are 
going to take that away, I think this just 
adds to not only the confusion that peo
ple have but even in part the cynicism 
because on the one hand we propose to 
be giving people tax relief and on the 
other hand we are taking it away. 

I think this particular deduction has 
proven itself over a period of time to be a 
sound one. If there is anybody here who 
wants to really seriously argue that it 
makes sense to tax income that has al
ready been taxed away, I would like to 
hear the argument. That is really where 
I think the case has to be made in terms 
of preserving this deduction that has 
been in the Tax Code and which has 
worked very well. 

I say to my colleague, if we had been 
able to offer this amendment at a differ
ent time we would not have found our
selves in quite the same straits as we do 
now when other amendments have been 
offered which provide for very large in
creases in tax benefits of various sorts. 

I know the modification my friend is 
going to offer shortly to try to deal with 
that problem. 

I would hope if we get a chance to vote 
seriously on the merits of the issue the 
vote will be to retain the gas tax deduc
tion because it is sound, it is justified, 
and it accomplishes the very pl.!rposes 
that this bill is held out to accomplish. 
I thank my friend for yielding. 

Mr. HELMS. I thank my friend. 
Mr. President, already today this posi

tion has been established because the 
gasoline tax deduction is in the present 
law. I believe there was a ruling this 
morning, and I consider it to be a cor
rect one, that maintaining the present 
law cannot be considered a revenue loss 
under the Budget Act. 

I ask for the yeas and nays on the 
amendment, Mr. President. 

The PRESIDING OFFICER (Mr. 
STEVENSON). Is there a sufficient second? 
There is a sufficient second. 

The yeas and nays were ordered. cial exclusions should be changed, all 
The PRESIDING OFFICER. The Sen- they have to do is tie it to a tax cut and 

ator from Wisconsin. come bring it before the Senate. It is not 
Mr. PROXMffiE. Mr. President, the even subject to a vote, but is subject to a 

Senator from North Carolina anticipated point or order on an amendment denying 
what I was going to do. I do make the the committee the right to change ex
point of order that this is a violation of isting law. I do not see how we should be 
311 of the Budget Act. It would knock . prevented from voting up or down on the 
$400 million of revenue out of the bill committee's recommendation to change 
and as a result it would put us $400 mil- existing law by virtue of a point or order. 
lion over the budget resolution. That is the net result of what is hap-

I make that point of order and I ask pening. The committee's recommenda-
for a ruling. tion is to change the existing law with 

The PRESIDING OFFICER. The regard to deducations for State gasoline 
Chair sustains the point of order. taxes. I think we ought to have a right 

Mr. HELMS. I did not understand the to vote on that recommendation and not 
Chair. be prevented from challenging the com-

The PRESIDING OFFICER. The mittee provision and deleting from the 
Chair sustains the point of order. committee provision the repeal of exist-

Mr. HELMS. I appeal the ruling of ing law on the deductibility of State gas
the Chair and I ask for the yeas and oline taxes. 
nays. Mr. HELMS. The Senator is absolutely 

The PRESIDING OFFICER. Is there correct. 
a sufficient second? Mr. STEVENS. The point of order 

Mr. RIEGLE. I do not know that the prevents us from challenging the com
request of the Senator was heard. I mittee's recommendations to change 
wonder if it can be stated again. existing law. That is not fair. It is not 

Mr. HELMS. Mr. President, I suggest a proper interpretation of the Budget 
the absence of a quorum. Act. With due respect to the Budget 

The PRESIDING OFFICER. The Committee chairman, I hope he will 
clerk will call the roll. agree with me that the time to handle 

The assistant legislative clerk pro- budgetary impacts is when the bill comes 
ceeded to call the roll. to final consideration here on the Senate 

Mr. HELMS. Mr. President, I ask floor. What will need to be changed to 
unanimous consent that the order for the prevent the point of order from being 
quorum call be rescinded. valid, is the total amount of tax reduc

The PRESIDING OFFICER. Without tions. 
objection, it is so ordered. If the amendment of the Senator from 

Mr. HELMS. Mr. President, I appeal North Carolina carries, there would be 
the ruling of the Chair and I ask for the $400 million less to cut in taxes because 
yeas and nays. · we have denied the committee's recom

Mr. STEVENS. Will the Senator with- mendation to change existing law. We 
hold that? are being denied a chance to vote on the 

The PRESIDING OFFICER. Is there a specific issue of whether or not we want 
sufficient second? gasoline taxes to be deductible on a non-

Mr. STEVENS. Mr. President, I ask the business, individual basis. For those peo
Senator to withhold his appeal for just pie who itemize their . tax returns, this is 
a moment. I feel very strongly about this a personal deduction for State taxes. If 
and I would like take time out of my hour we follow this procedure, I think a dan
under cloture to explain my position. gerous precedent will be set. The next 

As one who has supported the Budget thing we know, the committee would 
Act in both general and specific terms, I recommend that individuals could not 
have difficulty with the assumption that deduct State income taxes based on the 
where the report of the committee rec- fact that a reduction in Federal taxes 
ommends a repeal of the existing law has been provided. Each time, we would 
which, if sustained by the Senate, be denied the right to vote on these 
would-- specific issues. 

The PRESIDING OFFICER. An appeal I urge the Chair to look at this again. 
is not debatable. Does the Senator from I do not believe that the Budget Act can 
North Carolina withhold his appeal? deny a specific vote on a repeal of exist

Mr. HELMS. I did withhold, Mr. Presi- ing law based on the Chair's ruling sus
dent. I am sorry the Chair did not hear. taining the point of order of the Budget 

Mr. STEVENS. Where the committee Committee. I may not have articulated 
recommends a repeal of existing law, the my position as well as I could, but I am 
net effect of which would be to increase disturbed about this because there a:e 
revenues, the committee then draws the too many provisions in the tax code that 
conclusion that based on its recommen- could be eliminated this way. Sustaining 
dation to repeal existing law, a further this point of order would go even farther 
decrease in revenues in terms of a tax than the Glenn amendment in elimi
cut cannot be justified nor ruled in order. nating nonbusiness deductions for indi-

Based upon that presumption, the bill victuals. 
is presented to us as a balanced proposi- I thank the Senator from North Caro-
tion under the Budget Act. Having voted lina for his courtesy. 
to sustain the budget position, I under- Mr. MUSKIE. Mr. President, will the 
stand their proposition, but I do not be- Senator withhold further? 
lieve the ruling of the Chair is proper Mr. HELMS. Yes. 
when it deals with existing law. The net Mr. MUSKIE. The Senator from 
effect of this ruling would be that, if Alaska seems to argue that I am some
there are some people in this body who how denying Senators' rights. My only 
feel that existing tax incentives or spe- role is to uphold the Budget Act. The 
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budget provides for $21.9 billion in tax 
reductions. That is the gross figure. It is 
the Finance Committee's prerogative to 
make up that figure by a combination of 
proposals to change the revenue code, 
some of which will pick up revenues and 
some of which will lose revenues. 

The Budget Committee does not sec
ond-guess the Finance Committee direct
ly on particular provisions. 

Mr. STEVENS. Will the Senator allow 
me to apologize? He took umbrage. I 
want to apologize. I did not mean to im
ply that the Senate Budget Committee 
had second-guessed the Finance Com
mittee. I do imply, however, that a ma
jority of the Finance Committee, ir. a 
substitute reported by the Finance Com
mittee, could wipe out the depletion al
lowance, or any other single incentive in 
the Tax Code, as long as it was coupled 
with a sufficient reduction in taxes. All 
it would take would be a majority of the 
Finance Committee to get us in this 
posture. The Senate is faced with a vote 
to sustain the ruling of the Chair that 
the Finance Committee's recommenda
tion to repeal existing law is correct. 

It is not a proper ruling. I do not im
ply in any way that the Budget Commit
tee's chairman has brought this about. 

Mr. MUSKIE. I have t0 try, at least, 
to supply the Senate with the informa
tion which will enable the Senate to 
properly enforce the Budget Act. 

In this case, the provision in the pend
ing bill would increase revenues and off
set some of the very attractive revenue 
reductions that are contained in the bill. 
The bill is, of necessity, a tradeoff be
tween revenue increases and revenue re
ductions. What the budget resolution 
states is that the net reduction cannot 
exceed $21.9 billion. 

The bill that the Finance Committee 
reported to the Senate was $1.4 billion 
below that ceiling. In other words, the 
Finance Committee brought to the Sen
ate a bill that would have permitted the 
Helms amendment, if the Senate chose, 
without violating the ceilings. The Fi
nance Committee left the Senate with 
$1.4 billion under the revenue floor of 
the second budget resolution for fiscal 
year 1979. 

But the Senate has used up that $1.4 
billion. 

Mr. STEVENS. Will the Senator yield? 
Mr. MUSKIE. Let me finish. 
But the Senate has used up that $1.4 

billion by using wedge-type amendments 
that have produced a $10 billion addi
tional reduction on an annual basis. 

We have done that as a Senate--the 
Finance Committee did not do it-the 
Budget Committee did not do it but the 
Senate has done it. In other words, in 
order to get $10 billion in annual reduc
tions into this bill, we have slipped ef
fective dates; we have played with the 
calendar; and we have gotten a total 
additional cut for fiscal 1979 of $1.4 bil
lion. But on an annual basis, thereafter, 
the revenue loss will be $10 billion. 

Surely, we have the right to raise a 
point of order based on the $21.9 billion 
revenue reduction that the budget per
mits to raise the point of order. 

With enactment of this amendment, 
CXXIV--2187-Pa.rt 26 

we would add $400 million to the deficit 
in the budget. 

Mr. LONG. Will the Senator yield at 
that point? 

Mr. MUSKIE. Yes. 
Mr. LONG. The Senator's argument is 

clearly correct. The Senate Finance Com
mittee brought in a bill where the Helms 
amendment could have been passed and 
we could have still cut taxes another $1 
billion. 

But the Senate used all that tax cut 
up. The Senator from Maine did not vote 
to use it up. The Senator from Louisiana 
did not vote to use it up. But those who 
voted for the Kennedy amendment, the 
Packwood amendment, and the various 
other goodies here, voted to use it all up. 

Now, if we now adopt the Helms 
amendment, the committee amend
ment-I ask the Senator from Maine to 
hear this-if we now adopt the Helms 
amendment, which is subject to a point 
of order, once that is in effect, then the 
whole committee amendment will be 
subject to a point of order and the whole 
thing will go down the drain. 

So we will have wasted completely the 
time that we spent working on this bill, 
because the whole committee amend
ment will be subject to a point of order. 

Mr. MUSKIE. May I make one other 
point? Senator HELMS' amendment, 
which would cut $400 million in fiscal 
1979, would cut $1.2 billion in fiscal 
1980. So that we would add that $1.2 bil
lion to the $10 billion we have already 
put in this bill as additional out year 
revenue losses. 

Now, if the Senate wants to support 
the Helms amendment on that basis, the 
Budget Act leaves that prerogative to 
the Senate, do not let me disabuse any
one on that score. But these are the facts 
of which every Senator should be aware. 

Mr. HELMS. If the Senator will yield, 
on the Senator's figures of 1 year's time, 
I think that should be a matter of great 
concern to the voting public. Gasoline 
prices increase that much, gasoline 
taxes increase that much; where does 
the Senator get his figures? 

Mr. MUSKIE. These are from the 
Joint Taxation Committee. 

Mr. HELMS. He says it will cost $400 
million this year and--

Mr. MUSKIE. Losses this year. Now 
the Senator is talking about fiscal year. 

Mr. HELMS. Yes. 
Mr. MUSKIE. Fiscal. 
Mr. HELMS. Yes. 
Mr. MUSKIE. The loss this year would 

be $471 million, and for fiscal year 1980, 
it is $1.2 billion. 

The basic point is the $475 million for 
fiscal year 1979. 

Several Senators addressed the Chair. 
Mr. STEVENS. Will the Senator now 

yield for my question? 
The PRESIDING OFFICER (Mr. 

STONE). The Senators will kindly sus
pend. The Senate will be in order now. 

Mr. STEVENS. Will the Senator 
now--

The PRESIDING OFFICER. If the 
Senator will suspend, the Senate will be 
in order. 

The Sena tor may proceed. 

Mr. STEVENS. I wish to direct a ques
tion to the Senator from Maine. 

Let us assume, and I do not imply any 
bad faith to my good friend from 
Louisiana, everybody knows my great 
respect for him, but assume we have a 
majority of the Finance Committee who 
wants to do away with the personal ex
emption, or any one of the existing pro
visions in the law, and they tie along 
with it an idea we can reduce taxes sig
nificantly if it were approved. 

We have here a bill, a committee sub
stitute, and it is supposed to be subject 
to amendment. But someone else ties on 
just a little bit of an amendment, that 
is another reduction in taxes, that makes 
any further amendment, any further 
change, financially, in that bill subject 
to a point of order. 

Say that we find ourselves in the posi
tion that we cannot have a vote on the 
recommendation of a majority of the 
Finance Committee to change existing 
law because of what might happen un
der the budget resolution. 

Mr. MUSKIE. If a committee-if the 
tax committee--were that irresponsi
ble, the Budget Act does not prevent the 
Senate from overturning that result. 

Mr. STEVENS. Just have that situa
tion right here. 

Mr. MUSKIE. If the Senator can lay 
out such a case, any time--

Mr. STEVENS. Just happened right 
now. This amendment would change 
existing law in a committee substitute. 
Existing law permits this deduction, this 
is a tax--

Mr. MUSKIE. Wait a minute. The 
Senator is putting a different question 
to me than he had a moment ago. 

Mr. STEVENS. I am saying, how do 
we get to do it under the Senator's 
position? 

Mr. MUSKIE. The Senate ad
dresses--

Mr. STEVENS. All we have to do is 
come out with a bill that is absolutely 
balanced, completely. the tax reductions 
and the revenue increases are balanced, 
totally balanced. The first time anyone 
wants to make a change in that bill, he 
is subject to a point of order which 
would change the budget resolution. 

That is exactly what has happened 
here. We had the tax increase to the 
tax reduction first, and we have had no 
chance at all to challenge the assump
tions in the change of the existing law 
as far as the revenue--

Mr. MUSKIE. That is not true. 
Mr. STEVENS. It is. That is what the 

Chair just ruled. 
Mr. MUSKIE. What the Senator is 

telling me is that I, as chairman of the 
Budget Committee, am telling the Sen
ate it cannot vote for the Helms amend
ment. But I am telling the Senator that 
the fact--

Mr. STEVENS. Cannot vote on it, 
period. It is subject to a point of order. 

We will vote on overruling the Chair's 
sustaining the point of order that 
violates the budget resolution. 

Mr. MUSKIE. So the Senator does not 
want the restraint of a point of order, 
he is saying. 

Mr. STEVENS. I am saying--
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Mr. MUSIOE. If I may continue-
Mr. STEVENS. The Senator would not 

accept my postulate. I will state it again. 
If the chairman had brought out a 

bill perfectly balanced under the budget 
resolution, changes in income and 
changes in taxes, as far as the Federal 
Government is concerned, and those 
changes were postulated, on changes in 
existing benefits under the tax laws, we 
would get more revenue because we took 
away-I said the individual deduction, 
exclusion from tax, and, therefore, 
could reduce them generally across the 
board, and that was, under the budget 
waiver, completely balanced. 

Now, if someone wanted to challenge 
that and say, "No, we do not accept the 
proposition that existing law, as far as 
these individual deductions are con
cerned, should be changed," we would 
be in exactly the same position, subject 
to the point of order. 

Mr. MUSKIE. No. I heard the Sena
tor's postulate three times. Now, may 
I answer it? 

Mr. STEVENS. Yes. 
Mr. MUSKIE. I understand the postu

late. The Senator is postulating the pos
sibility of a perfectly horrendous tax 
matter, which wipes out long established 
preferences, like the personal exemption, 
or like interest on home mortgages. If 
a committee were that irresponsible, if it 
ran that far against the grain of the 
Senate and the grain of the country, 
somebody would raise that issue on the 
Senate floor. 

A Senator is going to make that case 
then, and the point of order is going to 
be made by whomever is chairman of 
the Budget Committee at that point. 
The Senate will then consider those 
changes in the law that should be re
tained, and the Senate will do what is 
right. 

The purpose of this point of order is 
not to handcuff the Senate. The Budget 
Act says that when the point of order is 
raised-this is a different point of order 
from the one raised by Senator LoNG 
earlier this week-it is raised for the 
purpose of alerting the Senate to the fact 
that the floors and ceilings set in the 
budget resolution would be breached by 
this proposal. 

All I am saying to the Senator is that 
this proposal would breach the revenue 
floor. But the Senator does not even want 
me to raise the question and provide 
the information. 

Mr. SARBANES. Mr. President, will 
the Senator yield for a question? 

Mr. MUSKIE. I yield. 
Mr. SARBANES. If the Helms amend

ment, in addition to seeking to restore 
the deduction-which would cost the 
$400 million, or whatever the figure is
had also carried with it some proposal 
to raise revenues, since you are now at 
the ceiling or close to the ceiling, under 
the budget resolution, and to that ex
tent it would have been balanced within 
itself, would it have been subject to a 
point of order? Would the Senator make 
a point of order? 

Mr. MUSKIE. I would not make a 
point of order. 

Mr. SARBANES. There are two ways to 
deal with the question. One is by the 

point of order being made. If the Senate 
wants to overrule the point of order, it 
can do that on a vote and take the con
sequences of adding another $400 million 
to the cost of this bill. 

Second, if the Senator from North 
Carolina wanted to preclude the point of 
order from even being offered, he could 
have come in to restore these deductions, 
which he considers important, and at the 
same time have found the revenue 
through some other combination to bal
ance it. 

The budget process is supposed to in
duce that kind of responsible fiscal action 
on the part of the Senate. 

The whole purpose of the budget proc
ess on spending and taxing is to get away 
from the idea that either you can come 
in here and just add spending through 
appropriations, without regard to what 
it adds up to, or, in this instance, add on 
the loss of tax revenues, without any 
regard to what it adds up to. 

Therefore, the discipline which the 
process seeks to impose is at work here. 
The discipline does not run so far that 
we cannot even overrule it by majority 
vote. There are ways to deal with this 
problem, one of which, if the Senator 
from North Carolina chose, would not 
have brought a point of order, and the 
second is that we can overrule the point 
of order. 

Mr. LONG. Mr. President, let me make 
this point, also. 

Let us assume that as of right now, the 
bill before us has been passed and has 
gone to the President to be signed. So 
all the budget authority has been used. 

Then let us take the case of the Sen
ator from Alaska. If the Finance Com
mittee still could bring in a bill with a 
tax cut of $5 billion, we would have to 
bring in $5 .billion of a tax increase. At 
that point, if anybody struck out any 
part of the $5 billion tax increase, our bill 
would be subject to a point of order. We 
would have to violate the budget process 
to handle it. You can recommit the bill 
to the Finance Committee with instruc
tions. 

Suppose half of our tax increases were 
knocked out. You could recommit the bill 
to the committee with instructions to 
take that out and to reduce the tax cut, 
since you had lost half your revenues, 
and you would still be within the budget. 

However, the Finance Committee did 
not prevent the Helms amendment. The 
Senate has prevented the Helms amend
ment when it voted for the other tax 
cuts, which I opposed and the chairman 
of the Budget Committee opposed; but 
the Senate did not see it our way. So it 
all has been used up. 

On the issue of this particular item, 
Senators should understand that on the 
energy bill, the House conferees were in
sisting on this item anyway-the repeal 
of the deduction for gasoline taxes-on 
the energy bill. So it is likely to come· 
back in a conference report, anyway. 
Even if we knock this out on the tax bill, 
the probability is that it will come back 
in a conference report -between the Sen
ate and the House, because the House 
Ways and Means Committee has passed 
it twice and probably will insist on it. 

The Senate is not denied these alter-

natives and does not have to violate the 
budget process in order to have whatever 
recourse the Senate wants. In other 
words, it can vote the whole bill down; 
it can recommit the bill with instruc
tions. The Senate has other alternatives 
available to it, if it wants to do them, and 
does not have to violate the budget 
process. 

Mr. STEVENS. Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. STEVENS. The Senator from Del
aware has suggested that an amendment 
could be submitted to raise revenues to 
offset the amendment of the Senator 
from North Carolina should it be 
adopted. Would it be in order, under the 
cloture procedure, to file such an amend
ment at this time? 

The PRESIDING OFFICER. It would 
take unanimous consent. 

Mr. STEVENS. Mr. President, a second 
parliamentary inquiry. 

Under the Budget Act, there is a pro
vision that says that any provision in 
title 3 or 4 may be waived or suspended 
in the Senate by a majority vote of Mem
bers voting, a quorum being present, or 
by unanimous consent of the Senate. Is 
it in order at this time to file such a 
waiver for the amendment of the Sena
tor from North Carolina? 

The PRESIDING OFFICER. The Sen
ator could move at this time, under sec
tion 904 of the Budget Act, to waive sec
tion 311 of the Budget Act. 

Mr. STEVENS. It would take a major
ity vote to do that? 

The PRESIDING OFFICER. That is 
correct. 

Mr. STEVENS. And the effect of that 
would be to permit a vote up or down 
on the amendment of the Senator from 
North Carolina, if it were done? 

The PRESIDING OFFICER. That is 
correct. 

Mr. STEVENS. I am learning a little 
bit myself about this. 

I would not like to see the Senate get 
into the position in which we were unable 
to get a vote on a recommendation of a 
committee, with due respect to the Sen
ator's Finance Committee, on an issue 
of this type, where we would be in such 
a position that we would be forced to ac
cept recommendations of change in ex
isting law without having the right to 
challenge those assumptions of the com
mittee, as to what is right in terms of 
changing existing law, because of the 
budgetary impact of the cut. 

.A gain, this is perhaps a small item, 
but it does affect a lot of people who 
deduct State incomes taxes today. I, for 
one, want a chance to vote on that. I do 
not want to see it happen. If that means 
we reduce the income tax cut a little 
later on, fine. 

I always have taken the position that 
we should assess the Budget Committee's 
position as to whether we are in balance 
after we see what happens to the basic 
recommendations to change existing law. 
It seems to me we should find out 
whether we agree with the Finance Com
mittee as to what portion of existing law 
should be changed, before we make up 
our minds as to how much we should cut 
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taxes. I do not think we can make up our 
minds as to how much we should cut 
taxes until we know what we are going 
to do with the basic recommendations 
about changing existing law which 
would bring about increased revenues, 
which means decreasing the tax incen
tives and increasing the taxes to some 
taxpayers. 

I hope the Senator from North Caro
lina understands that he has the right 
to file and ask for a waiver and would 
seek the waiver, so that we will have a 
chance to vote on the committee's rec
ommendation of deduction of State gas 
taxes. 

Mr. ROBERT C. BYRD. The motion 
would come too late, in view of the fact 
that the Chair already has ruled and 
sustained the point of order. 

The PRESIDING OFFICER. The Sen
ator is correct. 
• Mr. HATCH. Mr. President, I am 
pleased to be a cosponsor of this amend
ment along with my very able colleageus, 
Mr. HELMS and Mr. REIGLE. I rise with 
them in opposing the deletion · of the 
itemized deduction for State and local 
nonbusiness gasoline and motor fuel 
taxes. I do so for the following reasons: 

First. It will have an adverse effect on 
a large portion of middle-income tax
payers. 

Second. It will help undermine the in
centive for taxpayers to make use of 
itemized deductions. 

Third. It will not bring about a sub
stantial gain in energy savings. 

Present law allows individuals who 
itemize to deduct State and local excise 
taxes imposed on gasoline, diesel, and 
other motor fuels if the fuels are not 
used for business purposes. If the Senate 
agrees to repeal this deduction, the mid
dle-income taxpayers will suffer the 
most from the added tax burden. As a 
time wl::en the Government is promising 
tax relief, it is using a "back door ap
proach" to impose another new tax on a 
large segment of American society. Ac
cording to the U.S. Treasury Depart
ment figures, over 70 percent of the rev
enue that will be raised from the repeal 
of this deduction will come from tax
payers making less than $30,000 a year. 
In 1983 alone, the elimination of this 
deduction will, according to the Trea
sury, take an additional $2.2 billion from 
the pockets of the American taxpayer 
who must also face spiraling fuel prices. 
Can the Senate justify such an increase 
during a period when taxpayers are say
ing "no" to more taxes? 

Mr. President, the repeal of this de
duction is part of a much larger scenario 
of tax reform, a scenario that represents 
a changing attitude within the Treasury 
with regard to tax legislation. Adminis
tration's decision to end the gasoline tax 
deduction is a disguised attack on the 
class of itemized deductions. By elimi
nating a deduction every year, the value 
oi itemized deductions to all taxpayers is 
gradually eroded. 

Contrary to popular belief, those who 
benfit most from itemizing are not just a 
few "fat cats." According to the Treas
ury Department's own figures, taxpayers· 
with an income under $25,000 accounted 
for over 65 percent of the itemized re-

turns in 1975. These are middle-income 
people who work hard for their take
home pay. 

It is my opinion that Congress should 
view itemized deductions as a class when 
making revisions in tax law. As each 
deduction is eliminated, fewer taxpay
ers are provided the incentive to item
ize. I suggest that Congress avoid the 
piecemeal approach and consider the 
total effect that is created by the repeal 
of itemized deductions. We should not 
allow the Treasury to sneak tax reform 
past in piecemeal. 

Unfortunately, tax reformers have 
tricked both Houses of Congress into 
dealing with deductions by following an 
item-to-item approach. When it comes 
time to change the Tax Code, all atten
tion is focused on the merits of one nar
row issue. This year it happens to be the 
gasoline tax. Will the itemized deduc
tion for Sitate income taxes be next? Fol
lowed by elimination of the itemized de
duction for interest on home mortgages? 

Mr. President, if we continue to chop 
down trees one by one, the forest will 
soon be gone. Do we want that? I believe 
we need more information before we go 
any further. We need to look at the 
broader picture. American taxpayers de
serve that much. 

In its report on the tax bill, the Fi
nance Committee mentions its concern 
about conservation of energy and the re
duction of oil imports. In my opinion, 
however, the repeal of the gasoline de
duction will not assist our Nation to 
achieve its energy goals. Instead, it will 
create an unfair tax burden for many 
taxpayers in western and rural States. 
People who live in these areas must drive 
greater distances. Should we penalize 
them when they must drive their family 
automobiles to seek medical care or 
travel into town to purchase groceries or 
farm supplies? And what about com
muters? Will the elimination of the gas
oline deduction suddenly force them to 
flee to mass transit? I think not. We 
promise our constituents a tax cut and 
then turn right around and pull out a 
meaningful deduction. We disguise our 
actions by claiming that it will somehow 
help cure our energy crisis. 

If this measure is designed to save 
fuel, how can the committee allow busi
ness to maintain its fuel deductions? 
Or will business be next? 

Mr. President, this matter was passed 
by the committee as a sop to the ad
ministration during its final hours of 
markup. I believe it deserves more dis
cussion than it received at that time. I 
hope that my colleagues will understand 
the seriousness of this issue and support 
this amendment to the tax bill.• 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Michigan is recognized. 
Mr. RIEGLE. Mr. President, I thank 

the Chair for recognizing me. 
I ask, from the parliamentary point of 

view, whether we are free to use our 1 
hour to discuss this issue, pending a de
cision by the Senator from North Caro
lina to move for a vote on this. 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. RIEGLE. I will make a point or 

two about the merits of this issue, be
cause that has been lost along the way. 

I have not heard a syllable of argu
ment as to why this deduction, which 
we have had for many years, should be 
done away with. I am not aware of any 
lengthy committee record-there may be 
one, but it has not come to my atten
tion-in which a strong case has been 
made to do away with this deduction 
suddenly. Frankly, I know of no reason 
to do that. 

If somebody is paying the tax to a 
State authority, I wonder whether we 
want to put ourselves in the position of 
applying a Federal tax on income that 
already has disappeared, because it has 
been taxed away by the State authority. 
It seems to me that we should allow a 
deduction in that case. 

The Senate voted on this issue in 1974, 
and we voted to retain this deduction. 
We voted on it in 1976 and voted to re
tain this deduction. We voted on it in 
1977 and voted to retain this deduction. 
I have not heard any argument as to 
why, suddenly, in 1978, we should go the 
other way. 

I think the Senator from Alaska makes 
a very good point. I am not sure we want 
to say that the rule is a blanket rule and 
locks everything into the same treat
ment. That is a point that should be 
raised. 

But when we are talking about elimi
nating an aspect of current law and we 
are denied an up-and-down vote on that, 
that to me is very troubling. There hap
pens to be in this particular tax provi
sion such an item. And Senators know 
there is no fairness as to where an 
amendment comes up in the order of 
consideration. We have had other 
amendments come along that have in
creased the loss of revenue substan
tially, increased the tax cut and, in effect, 
the amount of money not coming into the 
Government, and I voted for some of 
those amendments. 

But I must say that they were not .. 
matched with corresponding revenue
producing items. They were not consid
ered on that basis. So for someone to 
suggest on this particular item, which 
deals with an existing deduction, that 
we should be in a position to have to 
match that with a revenue-produc.ing 
item would impose a different test ·than 
anyone else had had to meet up until 
this time. 

I hope we can get a clear up-and-down 
vote on this. 

If the Senate wants to do away with 
the gasoline tax deduction, if there are 
reasons to do that, and frankly I see 
none, then let us vote to do it. But let 
us not have it done by a committee and 
then deny the full Senate the oppor
tunity to participate. That runs against 
every decision we have made in the past 
on this issue. 

Mr. DOLE and Mr. LONG addressed 
the Chair. 

The PRESIDING OFFICER. The Sen
ator from Louisiana. 

Mr. LONG. Mr. President, one should 
keep in mind that almost 70 percent of 
the people do take the standard deduc
tion, so it is only the 30 percent who 
itemize who get the benefit of this. 
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If this deduction is repealed, it makes 
for simplification, on the one hand, be
cause it is one thing less to worry about 
itemizing on your tax return and it also 
tends to make i::;eople use the simple form 
rather than the long form, but, in addi
tion to that, it means that we can have
! wish the Sena tor from Michigan to 
hear this-it means that we can have a 
bigger reduction in the rates of all in
dividuals, and the Senator voted for that, 
because we have to have revenue to pay 
for the reduction. 

Otherwise, we just cannot have as 
much tax cut as the Senate voted for. 

The Senator can decide what he wants 
to do about the matter. But the point of 
it all is that if we do not have the reve
nue, we cannot vote as much tax cut as 
we have in the bill, including the rate 
cuts. 

Mr. DOLE and Mr. MUSKIE addressed 
the Chair. 

The PRESIDING OFFICER. The Sen
ator from Maine. 

Mr. MUSKIE. Mr. President, just a 
couple of brief comments. 

No. l , section 904 was not intended to 
serve as a casual routine sidestepping of 
the Budget Act. 

For the life of me. I cannot see why, 
when there is a provision of the Budget 
Act itseJ:f which permits the Senator 
from Alaska and the Senator from North 
Carolina to get a vote on the issue which 
they have raised, we should suspend the 
Bud$et Act or seek to suspend it in order 
to do the same thing. But let me put a 
parliamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. MUSKIE. Mr. President, if the 
Senate should vote to suspend the 
Budget Act what would be the status of 
the point of order which has been raised 
on the Helms amendmEnt? 

The PRESIDING OFFICER. Section 
904 could not timely be invoked at this 
point, because the Chair had already 
ruled on the point of order; therefore, 
the Senator's only recourse would be to 
appeal the ruling of the Chair. 

Mr. STEVENS. Mr. President, I have 
discussed this with the Senator from 
Wisconsin, who raised the point of order, 
and in order that the procedure for 
waiver might work. would it be possible 
now to set aside the proceedings which 
led to the sustaining of the point of order 
in order that the Senator from North 
Carolina might use the waiver proceed
ings; in other words, is it possible for me 
now to ask unanimous consent that the 
point of order of the Chair's ruling be 
set aside? 

The PRESIDING OFFICER. The Sen
ator could ask unanimous consent to in
voke section 904 and that would have the 
effect the Senator seeks if he got unani
mous consent. 

Mr. MUSKIE. I would object, I say to 
the Senator. 

Mr. STEVENS. I am trying to preserve 
the Budget Act. 

Mr. MUSKIE. I just do not under
stand, when there is a procedure in the 
Budget Act, which was created for the 
purpose of letting Senators put the kind 
of question the Senator wants to put, 
when there is a procedure available de-

liberately written into the Budget Act, 
why the Senator wants to crucify the 
Budget Act and waive it to get it done 
his way. All the Senator has to do is pur
sue the appeal that the Senator from 
North Carolina said he would purstJ,e. If 
the Senate accepts the Senator's argu
ment, the argument of the Senator 
from North Carolina and the argument 
of the Senator from Michigan, a major
ity of the Senate can put in place the 
policy the Senator wishes. Why in 
heaven's name does the Senator not use 
that procedure? That is what it was cre
ated for. That is why it is there. Now 
if what the Senator is trying to do is to 
write the Budget Act in such a way that 
the chairman of the Budget Committee 
.cannot perform that unpleasant duty of 
presenting unpleasant facts, then the 
thing the Senate ought to do is get a 
new chairman of the Budget Committee. 
But if what the Senator wants to do is 
a vote on his question, then pursue his 
appeal. That is why it was provided in 
the Budget Act and the Senator can get 
his answer. 

Mr. STEVENS. I might say some of us 
are not that knowledgeable. Mr. Presi
dent, about the rulings o.f the Budget 
Committee and the impact of what we 
have done. I have already said I learned 
a lot here. I did not know we were fore
closed from any further challenge of any 
recommendation to change existing law 
in this substitute, and there are many, 
unless we had the foresight to ask for a 
waiver under the Budget Act before a 
point of order was made. Now it seems 
tome-

Mr. MUSKIE. There is no provision for 
such a ruling. 

Mr. STEVENS. I am trying to assist 
the chairman of the Budget Committee 
and at the same time to assist the Sena
tor from North Carolina to get a vote on 
the merits of whether we want to do away 
with the existing law deduction of State 
income taxes on gasoline. That seems to 
me to be a very worthwhile argument to 
get a vote on that rather than have the 
ruling of the Chair be the issue. 

The Budget Committee chairman 
wants us to have the role of constantly 
upsetting the ruling of the Chair. I do 
not want to have to vote to upset the 
ruling of the Chair in order to test a rec
ommendation that has come from the 
Finance Committee to change existing 
law which is the basis of the committee's 
assumptions of the change of the reve
nues of the United States in order to de
termine whether we have gone too far in 
reducing taxes. 

Again I just want to state this clearly. 
I understand the chairman is prepared to 
object to a unanimous-consent request 
which would take us back to the posi
tion where the Senator from North 
Carolina could get a vote on the waiver, 
not on his amendment, but whether the 
budget should be waived in order to get 
that provision of the Finance Commit
tee's substitute bill, which would change 
existing law and take away this deduc
tion. Is that the Chair's position? Am I 
wrong? 

Mr. MUSKIE. Mr. President, I really 
do not think that the Senator from 
Alaska understands my position at all. 

But, Mr. President, before I proceed, how 
much time do I have remaining out of my 
hour? I do not want to use it all on this 
issue. I suspect there are going to be other 
amendments that are going to require 
that I speak to. 

The PRESIDING OFFICER. The Sen
ator has 45 minutes remaining. 

Mr. MUSKIE. I will just say though 
to the Senator from Alaska, there are 
provisions of the Budget Act to which 
the Budget Committee can recommend 
or refuse to recommend waivers. Waivers 
can be sought by individual Senators and 
by committees. Section 402 is such a sec
tion. Section 303 is such a section. 

But section 904 is nothing more nor 
less than a statement of what was an ob
vious fact, if it did not exist, namely, 
that is, that the Senate as a whole can 

· set aside the Budget Act if it wished to 
at any time. There is no waiver procedure 
for us to set aside the Budget Act as a 
whole, none whatsoever. I cannot give 
you a waiver under the Budget Act. The 
Budget Committee cannot give you a 
waiver under the Budget Act. Only the 
Senate as a whole can set aside the 
Budget Act, just as by · unanimous con
sent it can set aside the Senate rules, 
including rule XXII. 

I mean the Senator expresses so much 
concern about changing a law by this 
method, but has no compunction about 
setting aside the whole Budget Act. 

Mr. STEVENS. It is too late. 
Is the Senator going to object? It is 

too late to do that. 
Mr. MUSKIE. I object to a unanimous 

consent that would set aside the Budget 
Act, yes. That is my job. 

Mr. RIEGLE. Mr. President, will the 
Senator from Alaska yield on my time? 

Mr. STEVENS. I would be happy to 
yield on the Senator's time because I have 
used up my time, and then I am going to 
do something else. 

Mr. RIEGLE. Mr. President, will the 
Senator from Alaska yield the floor? 

Mr. STEVENS. I yield. 
Mr. RIEGLE. I thank the Senator fol' 

yielding, because I do not think this 
amendment--

The PRESIDING OFFICER. The Sen
ator from Alaska has not had the floor. 
The Senator from Maine has the floor, 
and the Senator from Louisiana has the 
recognition of the Chair for the moment. 

Mr. LONG. Mr. President, I would hope 
that we could work out a way-I would 
like the Senator from North Carolina to 
listen-I would hope we could work out a 
way that the Senator from North Caro
lina's amendment can be considered. At 
this moment I just do not know how we 
can do it. I do not know how to accom
modate all the people with all their prob
lems with the Budget Act. But I do not 
want to embarrass the Chair by over
ruling the Chair when the Chair is doing 
his duty as is required by the rules of the 
Senate. 

I do not want to embarrass the chair
man of the Budget Committee for doing 
his duty. I do not want to embarrass any
body, but I would hope we could just leave 
this matter in abeyance for awhile; if 
we cannot pass a bill here tonight, that by 
the time we come in tomorrow morning, 
we can figure out a way that the Senator 
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can off er his amendment. It may take 
unanimous consent or it may not, but I 
would hope that by the time we come 
back tomorrow, we can figure out a way 
in which to accommodate all men of good 
will-and they are men of good will at 
this moment--so we can try to work out 
some way. I do not know at the moment 
how to do it. 

I ask unanimous consent that when the 
Senator from North Carolina desires to 
do so, he can bring the matter back up 
and the parliamentary situation will be 
just exactly the way it is now. 

Mr. DOLE. Mr. President, reserving the 
right to object--

The PRESIDING OFFICER. The Sen
ator from Kansas. 

Mr. DOLE. I thank the Chair. 
I do not plan to object, but I want the 

RECORD to show that this matter was 
raised by the Senator from Kansas in 
the Finance Committee. We took action 
at the very last moment to make up some 
revenue balances, and it was only done 
for that reason. 

I notified my chairman that Senator 
HELMS had a real interest in this. So it 
does not come as any surprise. But I can 
understand what we have. We have here 
in effect a selective sunset about to take 
place or maybe a total eclipse. I think it 
is good to see my chairman of the Fi
nance Committee arguing for sunset leg
islation because the sun is about to set on 
gasoline tax deductions, the very thing 
I understood this morning my chairman 
opposed, and that he opposed on Satur
day, but today it is all right for the sun 
to set on gasoline tax deductions that 
affect middle class Americans. 
. If we want to do this and impose and 
mcrease the taxes, on incomes from $5,-
000 to $10,000, it increases their taxes 
$26_million ~ext year; $10,000 to $15,000, 
an mcrease m their taxes of $90 million 
next year; $15,000 to $20,000, will in
crease their taxes $151 million next year; 
$20,000 to $30,000, increase their taxes 
$328 million next year. We can do that. 
We can do that by having the sun set on 
this legislation. Perhaps that is what we 
want. If we want selective sunset this is 
a good way to start it. 

I also point out that 32 percent of all 
taxpayers use these deductions. The 
Senator from Michigan pointed out that 
we vote~ on this as recently as last year, 
and I thmk the margin was almost what 
2 or 3. to 1, against removing that ta~ 
deduction. 

It does seem to me, as the Senator 
fro1:11 Alas~a has pointed out, that if we 
do ~ton this particular situation we can 
do it by removing personal exemptions 
or any other thing. So if we are for sun
set . legislation, then I guess we vote 
agamst the Helms amendment. 

Mr. S~VENS. Mr. President, will the 
Senator yield for a question? This is just 
for a question, now. The Senator is a 
member of the committee. Can he tell the 
Se~a~e are th~r~ any other changes in 
e~1stmg law s1m1lar to this in order to 
Pick up revenue, existing provisions of 
the_ ta~ ~aw that give specific deductions 
to mdi~·1duals, such as this gasoline tax 
deduction, are there others in here? 

I have got to tell you that until this 
rh~barb . started, I did not know that 
this was m here again. 

Mr. DOLE. I am not certain, but I am 
certain of the-I might say to the Sen
ator from Alaska that the Senator from 
Kansas has an amendment to add rev
enue. If that were done it might offset 
it, because I would change the earned 
income tax credits, so it would be an 
exclusion toward the poor and not toward 
those with $10,000 and $11,000 of in
come. That might offset any loss we 
might have from the amendment of the 
Senator from North Carolina. But I do 
not know of any other provision. 

Mr. STEVENS. I am told the alterna
tive tax on capital gains on individuals 
has been repealed by this. That would 
have or could have a substantial impact 
on individual income taxes. 

Mr. DOLE. That is right. 
Mr. STEVENS. On an individual basis. 
Mr. DOLE. A revenue loss. 
Mr. STEVENS. If this point of order is 

sustained on this one, as I understand it 
we will have no chance at all to consider 
that one either because the committee's 
assumptions must now be taken en bloc. 
They are subject to a point of order. If 
any one of us wants to challenge the 
committee's assumptions of where to 
"pick up revenue"-

Mr. DOLE. That is more of the selec
tive sunset. 

Mr. STEVENS. I do not have the floor. 
Mr. RIEGLE. Mr. President, will the 

Senator from Kansas yield? 
Mr. DOLE. I yield. 
Mr. RIEGLE. I would say to the Sen

ator from Kansas that the vote last year 
on this item by the Senate was 65 to 12. 
We went on record to preserve this par
ticular tax deduction. 

I do not know how, stemming from 
that vote and the previous votes of the 
same sort, the Finance Committee 
would take and turn this thing right up
side down and come back with a recom
mendation to eliminate this deduction 
and, in effect, to increase taxes by so 
doing. 

Let me just point out something else 
that has not been taken into account in 
this discussion yet. The increased tax 
burden to taxpayers that will result if 
we eliminate this gas tax deduction will 
actually be greater than the revenue in
crease to the Federal Treasury. That is 
because there are 33 States and the Dis
trict of Columbia that model their in
come tax returns after the Federa1 
return with respect to the gas tax deduc
tion. 

Thus taxpayers in those States would 
lose both the Federal and State deduc
tion, and in some cases a local deduction 
as well. 

I am just going to list what States 
those are because they ought to be in
?lud~d ~n th~ debate here, too, especially 
1f this 1s gomg to be done without any 
kind of extensive hearing record or testi
mony to really see what the impact of 
this is going to be. It includes the States: 
Alabama, Alaska, Arizona Arkansas 
California, Colorado, Delaw~re, District 
of Columbia, Georgia, Hawaii Idaho 
Ohi0-I should say Iowa--Kans~ Ken~ 
tucky, Louisiana, Maine, Maryland' Min
nesota, Missouri, Montana, Nebraska, 
New Jersey, New Mexico, New York, 
North Dakota, Oklahoma, Oregon, Rhode 
Island, South Carolina Utah Vermont 
Virginia, West Virgini~. and Wisconsin: 

If anybody is interested in knowing 
how much revenue this is going to pull 
out of these States-because it is going 
to damage the economies of these States, 
since it is taking money away from peo
ple, and it is, in effect, a tax increase
! would be happy to show him or her 
what it is going to mean State by State 
as well as in terms of average taxpayers. 

But the thing that is so distressing is 
this being done without any kind of at
tention or care to this issue. It troubles 
me very much that this particular 
amendment coming up, by the luck of 
the draw, late in the amendment process 
is, in effect, ruled out of order where 
other amendments that propose new tax 
benefits were in order just because they 
happen to come first. 

Perhaps what we need to do is to re
vise the procedure. If we are going to 
have 20 or 30 or 40 or 50 amendments of 
this sort, they ought perhaps to be put 
into a hat so that we could draw them 
out in random order to decide who gets 
the chance to off er an amendment be
fore there is a point of order that lies. 
Or perhaps amendments pertaining to 
a provision of existing law should have 
priority. 

But I think the distinction the Sena
tor from Alaska has made is an impor
tant one. We are not dealing with addi
tions here of new tax deductions. We 
are dealing with the question of attempt
ing to do away with what has been a 
long-standing tax deduction. 

That is different. That crosses a line. 
Just as the Senator says, I am troubled. 
I am troubled to see us in a situation 
where we cannot even have an up or 
down vote on an issue. In effect we are 
acceding to the Finance Committee the 
power to take items out of the tax code 
that have been there for many years, 
and as to which the Senate, as recently 
as last year, by a margin of 5 to 1 said 
it favored this deduction. 
If someone wants to argue about pro

cedure, it seems to me this proposal is 
a pretty good example of what we are 
right in the middle of now. 

Mr. DOLE. Mr. President, reserving 
the right to object, let me say to the 
Senator from Michigan tha't I totally 
agree. We have been pointing out how 
we want to help the middle income tax
payer. We are certainly not going to do 
it if this is our approach. 

Having said that, I withdraw my 
reservation. 

Mr. HELMS. Mr. President, reserving 
the right to object, I have no objection 
whatsoever to the suggestion by the 
-hairman, provided that it be in order 
for me, at an appropriate time, to modify 
my amendment according to whatever 
we may be able to work out. 

Mr. l\.fETZENBAUM. Mr. President, 
the modification of an amendment is not 
permissible under cloture, and, since I 
do not want my friend from North Caro
lina to be taken by surprise, I wish to 
state in advance that if su-h a procedure 
were undertaken I would object. 

Mr. LONG. Mr. President, I simply 
suggested that we bring the matter back 
up, and that the parliamentary situation 
be exactly as it is now, and by that time 
I had hoped we could work the thing out. 
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Maybe we could modify the amendment, 
and perhaps talk to the Senator from 
Ohio about it. 

Mr. HELMS. Mr. President, I have no 
objection to the unanimous-consent 
agreement. 

Mr. RIEGLE. Mr. President, reserving 
the right to object, I want to be sure we 
are preserving the parliamentary situa
tion exactly as it is right now with all 
Senators retaining their rights. I would 
ask the Chair for an affirmative answer 
on that point. 

The PRESIDING OFFICER. The Sen
ator is correct. If the unanimous-consent 
request that the matter lie over and the 
parliamentary situation be exactly the 
same tomorrow as it is today is granted, 
then the parliamentary situation to
morrow will be exactly as it is today. 

Mr. RIEGLE. I thank the Chair. 
Mr. HELMS. Mr. President, I ask 

unanimous consent that my amendment 
be temporarily laid aside. 

The PRESIDING OFFICER. Without 
objection as to the unanimous-consent 
request of the Senator from Louisiana, 
and without objection as to the unani
mous-consent request of the Senator 
from North Carolina, it is so ordered. 

UP AMENDMENT NO. 2041 

The PRESIDING OFFICER. The ques
tion recurs on agreeing to unprinted 
amendment No. 2041 of the Senator 
from North Carolina, which the clerk 
will report. 

The assistant legislative clerk read as 
follows: 

The Senator frGm North Carolina (Mr. 
HELMS), for himself and Mr. Hatch, proposes 
an unprinted amendment numbered 2041. 

Mr. LONG. Mr. President, let me say 
this: This amendment is not germane, 
but I would ask unanimous consent that 
it be in order to off er the amendment. 

Mr. PROXMIRE. Mr. President, re
serving the right to object, what is the 
amendment? 

Mr. METZENBAUM. Reserving the 
right to object, what was the unanimous
consent request? That it be in order? 

Mr. PROXMIRE. As I understand, the 
manager of the bill has asked unanimous 
consent that although this is not ger
mane, a unanimous-consent request that 
it be considered germane be in order. 

Mr. LONG. Yes. 
Mr. PROXMIRE. I would hope the 

Senator from North Carolina would be 
given an opportunity to explain his 
amendment before the Chair rules. 

Mr. LONG. Explain it. 
Mr. HELMS. Mr. President, I think I 

will ask the clerk to read the amendment 
in full. It is self-explanatory. Then I will 
elaborate. 

That will clarify it. 
The PRESIDING OFFICER. The clerk 

will totally state the amendment. 
The assistant legislative clerk read as 

follows: 
At the end of the bill, add the following 

new section: 
"SEc. . (a) This section may be cited 

as the "James B. Allen Taxpayer's Attorney 
Fee Award Act of 1978". 

(b) In any action wherein the United 
States, or the Internal Revenue Service, or 
any person acting as an agent or employee of 
either the United States or the Internal 
Revenue Service or of both, is a party and in 

which tax liability to the United States on 
the part of any person is at issue or in which 
a declaration, refund, payment, or any other 
matter pertaining to a tax of the United 
States is in dispute, the court may in its dis
cretion award reasonable attorney's fees and 
costs or reasonable practitioner's fees and 
costs to any prevailing party other than the 
United States, the Internal Revenue serv
ice, or any person acting as agent or employee 
of either the United States or the Internal 
Revenue Service or of both. 

( c) As used in this section, the term "pre
vailing party" means o.ny person the court 
may in its discretion determine to have be
fore that court prevailed substantially on 
the merits, notwithstanding the pe:ndency of 
any appeal. 

The PRESIDING OFFICER (Mr. 
MATSUNAGA). The Senator from North 
Carolina. 

Mr. HELMS. Mr. President, one of the 
best friends I ever had was the remark
ably able and completely dedicated 
statesman, Jim Allen, who sat over in 
that chair so many hours. I miss him, 
and our country suffered a great loos 
when he passed away tJhis year. 

On countless occasions, Jim Allen and 
I talked about the terrible inequity that 
is placed upon the taxpayers in any dis
pute with the Internal Revenue Service. 
Here is a taxpayer, required to pay taxes 
to support an entire phalanx of lawyers 
for the Internal Revenue · Service, all of 
whom get their brownie points based on 
how much money they bleed from the 
taxpayers by intimidation or harassment. 
On the other hand, the taxpayer has to 
hire his own attorney, and if the tax
payer wins his suit in the courts, the IRS 
bureaucrats laugh and say, "Sorry about 
that." 

I think it is high time that we put the 
bridle on these harassing bureaucrats 
and lawyers of the Internal Revenue 
Service who wiJ}y-nilly bring actions 
against taxpayers who refuse to ·knuckle 
under. It is only fair play for this Con
gress to offer some relief to the taxpayers 
in cases where they have been harassed 
and intimidated unjustifiably by the 
Internal Revenue Service. 

That is the purpose of this amend
ment which I have offered in honor of 
the late Jim Allen, who was appalled by 
episodes that occurred in his State ana 
other States, and as I am appalled by 
episodes which have occurred in North 
Carolina. 

I offer this amendment for the purpose 
of paying tribute to my late friend Jim 
Allen. I know he must be looking down 
on the Senate and saying, "Boys, pass 
this one." 

Mr. LONG. Mr. President, will the Sen
ator yield at that point? 

Mr. HELMS. Yes, I am glad to yield to 
my friend. 

Mr. LONG. I believe we will have an 
opportunity to pass other revenue bills 
before the Senate adjourns, and if con
sent should not be given, perhaps we can 
add it on some other bill. I sympathize 
with what the Senator is trying to do. 

Mr. METZENBAUM. Mr. President, it 
is with great reluctance that I rise to op
pose anything that memorializes Jim 
Allen, a Senator for whom I had tremen
dously great respect; but I cannot accept 
an amendment that is not germane, even 
though I frankly believe it is a good 

amendment. Therefore, I raise a point of 
order against it. 

The PRESIDING OFFICER. The point 
of order is sustained. It introduces new 
subject matter. 

Mr. HELMS. Mr. President, I am not 
going to appeal the ruling of the Chair, 
but I must say that I sincerely regret that 
the Senator from Ohio has raised his 
point of order. This is something that 
needs to be done for the taxpayers. Every 
Senator in this Chamber knows that in 
simple equity corrections are long over
due in terms of the well-documented con
duct of the IRS bureaucrats and lawyers. 

Were it not for my apprehension that 
the Chair would be sustained-and I ac
knowledge that this is a nongermane 
amendment-and the fact that the dis
tinguished Senator from Louisiana has 
said that he will assist in trying to find 
another vehicle for this proposal some
time before the Senate adjourns sine 
die, I would be inclined to appeal. We will 
be remiss in our responsibility to the tax
payers of the United States if we do not 
do something to put a bridle on the ar
rogance of some officials of the IRS. 

I thank the Chair. 
Mr. METZENBAUM. Mr. President, I 

would like to recommend to both my good 
friend from North Carolina and my good 
friend from Louisiana that they try to 
put this amendment on one of those con
sumer protection acts, where we provide 
for consumers' attorneys fees to be paid. 
I would be glad to join both Senators in 
offering to undertake that. 

I think that would be fair and equitable 
and I would be pleased to join with both 
Senators in such an undertaking. But at 
this time I think this amendment would 
not be appropriate. 
• Mr. HATCH. Mr. President, on Sep
tember 26, .1976, in the last days of the 
94th Congress, our late and very re
spected colleague, Senator James B. 
Allen of Alabama, offered an amend
ment to the Civil Rights Attorney's Fees 
Awards Act of 1976. 

The Allen amendment, adopted by an 
overwhelming vote of 72-0, provided for 
payment of attorney fees to taxpayers 
who prevailed in litigation with the IRS. 
This provision was approved in the House 
of Representatives and became law as 
part of Public Law 94-559. The provision 
has been codified in the United States 
Code at 42 U.S.C. 1988. 

We are all familiar with the rapacious 
attitude of the Internal Revenue Serv
ice in its dealings with small taxpayers, 
and we are all familiar with the exces
sive legal fees which burden taxpayers in 
protracted litigation with the ms. In 
short, Mr. President, it is a recognized 
fact that the IRS uses the threat of pro
tracted litigation to extort tax payment 
often in cases where the merits of the 
controversy are heavily against the posi
tion of the Government. Thousands of 
ta~payers have simply coughed up the 
money rather than face armies of attor
neys from the IRS bent on embarrassing 
and frustrating the taxpayer regardless 
of the likely ultimate outcome of a trial 
on the merits. 

Time and again, we have seen the spec
tacle of the IRS embroiled in litigation 
involving matters already decided con-
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trary to the position of the ms by a mul
titude of courts. Repeatedly, we see the 
IRS needlessly appealing trial court deci
sions for the sole purpose of keeping in 
litigation a disputed tax in the hope that 
the taxpayer will eventually pay up 
rather than face more attorney fees and 
more costs. 

So, Mr. President, the Allen amend
ment adopted by the Senate and ulti
mately by the Congress in the 94th Con
gress was intended to cure these 
problems. Regrettably, the courts have 
given a highly technical and almost 
ludicrously narrow interpretation of 
the language of the Allen amendment. 
Thus, in spite of the clear intent of the 
94th Congress, the Tax Court, on May 16, 
1977 in the case of Key Buick Co. against 
Commissioner rendered the Allen provi
sion virtually meaningless by holding 
that the law's provision for payment of 
attorney fees would apply only when the 
taxpayer was a named party defendant 
in an action brought by the United States 
as a party plaintiff. I am advised that in 
roughly 99 percent of all tax cases, be
cause of a procedural anomaly, .the 
United States or the Internal Revenue 
Service is not the plaintiff but is rather 
the technical party defendant, this not
withstanding the fact that in actuality 
the Government is in the traditional 
plaintiff role in seeking to impose a tax 
liability on the taxpayer who defends by 
asserting that the tax is not due. Because 
of this procedural anomaly, the Allen 
provision adopted in the last Congress 
has been effectively vitiated by the Tax 
Court, and in my judgment, action is 
therefore now required by Congress to 
insure that the purpose of the original 
provision is carried into effect without 
further delay. 

On the other hand, Mr. President, and 
for completeness, I must state that a 
few other courts have given an interpre
tation to the Allen provision which more 
closely accords with the true intent of 
Congress. For example, in United States 
against Garrison Construction Co., the 
District Court for the Northern District 
of Alabama on September 13, 1977, held 
that vexatious conduct by the Govern
ment in filing its action against Garrison 
was sufficient to support an award of 
attorney fees to the taxpayer, even 
though there was no showing that the 
Government had acted in bad faith. 

But, Mr. President, the problem still 
rE:mains. The Garrison holding is of only 
sllght benefit because in that case the 
Government was in the unusual position 
of being the actual party plaintiff. The 
courts have, thus, in practical effect, 
made the Allen provision available only 
to a very few taxpayers who are involved 
in litigation with the Government when 
the Government acts as the technical as 
well as actual plaintiff. 

The amendment I am offering today 
~ould correct the deficiency of the orig
mal . Allen provision, at least as that 
deficiency has been determined to exist 
by the various courts. And I might state 
parent~etically, Mr. President, that I do 
~ot believe the Allen amendment was, 
m fact, deficient but that only an un-
usual . and strained black-letter inter
pretation of the provision resulted in its 

effective emasculation. I find some irony 
in our liberal courts giving this statute 
a strict interpretation when the same 
courts are always ready to stretch the 
law to the limits in favor of violent crim
inals and always ready to paint with a 
broad brush the novel claims of various 
activist groups who deluge our court 
system with frivolous causes. But, irony 
aside, the courts have virtually destroyed 
this innovative Allen provision. 

Now, Mr. President, I believe that tax
payers are fed up with being abused by 
the IRS. I believe taxpayers are fed up 
with being taken for the goat in virtu
ally every litigated tax dispute with the 
Government. And taxpayers have a right 
to be, Mr. President. The individual tax
payer or the small businessman is no 
match for the ms or for the vast re
sources of the Tax Division of the De
partment of Justice. Using taxpayer 
funds, the Department of Justice is will
ing to support IRS intransigence and 
stubbornness by the expenditure of vast 
amounts for legal costs with the sole, 
true purpose of forcing settlement of 
disputed tax claims. Against this back
drop, Mr. President, the Congress ought 
again to adopt a provision, drafted so 
there can be no doubt about its intent, 
designed to help taxpayers facing the 
vast array of resources available to the 
Government. 

But, Mr. President, this provision 
should apply, and the amendment I am 
offering would apply, only if the tax
payer's position were proven correct. 
The chief object of permitting the courts 
to make a discretionary award of fees 
and costs in tax cases to prevailing tax
payers is to encourage taxpayers to seek 
a vindication of their position when they 
are certain they are right and to dis
courage the Government from wasting 
millions in needlessly litigated disputes 
for the sole purpose or primary purpose 
of forcing settlement, notwithstanding 
the actual merits of the controversy. 

Senator Allen recognized the needs to 
undo the damage done by the courts in 
their interpretation of his provision. On 
May 26, 1977, he joined with Senator 
CRANSTON in introducing S. 1610, a bill 
designed to broaden the scope, or rather 
to correct the interpretation, of the orig
inal Allen provision. This bill itself has 
been the subject of much study and 
comment. Many changes in it have been 
recommended to guarantee that the 
courts do not again weasel out of applica
tion of a statute expressing congressional 
will. The Department of the Treasury 
has proposed various "compromises" 
during discussion and study of S. 1610. 
These so-called ·compromises have been 
studied by leading tax attorneys who, in 
all instances, have advised that the 
Treasury proposals are devoid of true 
meaning and represent a retreat from 
the gains already made for taxpayers in 
the adoption of the original Allen provi
sion. The amendment I am offering has 
been drafted in light of public comment 
on S. 1610, and it is broadly drawn, Mr. 
President, to guarantee that taxpayers 
get the relief intended. I have no doubt 
but that the Department of the Treas
ury, various under secretaries of this and 
under secretaries of that, are going to be 

beating their breasts against this amend
ment, asserting dire consequences, 
gnashing their teeth, and generally firing 
the heavy artillery to work against its en
actment. But the issue boils down simply 
to this: Is the Congress willing to give 
some small measure of relief to prevail
ing taxpayers in litigation with the Gov
ernment? Or are we going to side with 
the bureaucrats, side with the lawyers 
at the Tax Division who fear the em
barrassment of costing the Government 
an attorney fee in a case they lost? Let 
us make the lawyers and bureaucrats at · 
Justice and Treasury face that possible 
embarrassment. Let us make them con
sider in any dispute with a taxpayer the 
possibility they may be responsible for 
the Government paying the taxpayer's 
costs and attorney fees. That prospect, 
Mr. President, will cause a needed re
birth of sobriety at the IRS and will be 
guaranteed to reduce the arrogance of 
its agents. 

I thank Senators for their attention, 
and I welcome any questions which may 
be posed regarding the amendment.• 

The PRESIDING OFFICER. The Sen
ator from North Carolina is recognized 
to call up his unprinted amendment No. 
2042, under the previous order. 

Mr. HELMS. Mr. President, in view of 
the ruling of the Chair on an earlier 
amendment, I withdraw that amend
ment. 

The PRESIDING OFFICER. The 
amendment is withdrawn. 

The Senator from Colorado, under the 
previous order, is recognized to call up 
an amendment. 

AMENDMENT NO. 4059, AS MODIFIED 

(Purpose: To provide for a. reduction in in
dividual tax rates for taxable yea.rs be
ginning in calendar years 1980 through 
1982 and thereafter conditioned upon Fed
eral spending and the Federal deficit being 
held within certain maximum limits) 

Mr. HART. Mr. President, I call up my 
printed amendment No. 4059. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Colorado (Mr. HART) pro
poses an amendment numbered 4059. 

Mr. HART. Mr. President, I ask unani
mous consent that further reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HART. I also ask unanimous con
sent that it be in order to send a modifi
cation of this amendment to the desk 
which would not change the substance 
of an amendment but which incorporates 
more recent calculations with regard to 
deficits relating to this measure. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. METZENBAUM. Reserving my 
right to object, would the Senator tell 
us a little bit more about it? 

Mr. HART. Yes. 
Mr. President, I will describe the 

amendment. 
Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 



34796 CONGRESSIONAL RECORD- SENATE October 9, 1978 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. HART. Mr. President, I ask unani
mous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from Colorado. 
Mr. HART. Mr. President, was the 

unanimous consent-
The PRESIDING OFFICER. The 

unanimous-consent request was object
ed to. The Senator from Ohio objected 
and asked for the explanation. 

Mr. HART. The changes in the amend
ment which has been sent to the desk are 
as a result of calculations with computer 
assistance in the last few hours. They 
do not go to the substance of the amend
ment which was filed and which has been 
at the desk for several days. 

Mr. LONG. Mr. President, I would like 
to just see the amendment so I will know 
what the modifications are. 

Mr. ROTH. Could I ask the Senator, 
are these the same rates that are in the 
so-called Nunn-Roth-Chiles-Bellman? 

Mr. HART. Mr. President, these are 
changes in calculations having to do with 
deficits. 

Mr. ROTH. I see. 
Mr. HART. Mr. President, a parlia

mentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HART. Mr. President, would a 

quorum call--
Mr. LONG. Mr. President, I do not ob

ject. 
The PRESIDING OFFICER. Is there 

objection? Without objection, the 
amendment is so modified. 

The amendment, as modified, is as fol
lows: 

Insert at the appropriate place in the bill 
the following: 

"SEc. . Conditional Cuts in Individual 
Tax Rates. 

"(a) IN GENERAL.-Notwithstanding any 
other provision of this Act, the tables in 
subsections (a), (b}, (c), and (d} of Sec
tion 1 (relating to tax imposed) shall be ad
justed for taxable years beginning after De
cember 31, 1979, by striking such tables in 
such subsections and inserting in lieu 
thereof rate tables determined under the ap
plicable taxes for the taxable year, as pro
vided in subsection (b) of this section. 

"(b) DETERMINATION OF TABLES.-The 
Joint Committee on Taxation shall 

(1) determine the adjusted 1978 income 
tax level, 

(2) establish taxable income brackets 
which are the same as the taxable income 
bracket.s in effect for calendar 1979, and 

(3) establish rate tables and (A) which 
impose on each taxable income bracket for 
the calendar year the same proportion of the 
tax burden borne by such bracket under the 
taxable income brackets and tax rates in 
effect for calendar year 1979, and (B) which 
are estimated to result in total tax revenues 
from all taxable income brackets summed to
gether in each of the tables under subsec
tions (a), (b), (c), and (d) of Section 1 the 
same amount of total tax revenue esti
mated as resulting in calendar 1978, as ad
justments provided in subparagraph (A). 

(4) Definition of adjusted 1978 income 
tax level for Calendar Year 1980. 

(A) For calendar year 1980, the adjusted 
income tax level shall be total tax imposed 
under the 1978 rate tables reduced by 15 
percent. 

(B) For Calendar Year 1981-For calen-

dar year 1981, the adjusted 1978 income tax 
level shall be the total tax imposed under 
the 1978 rate tables reduced by 22 percent. 

(C) For Calendar Year 1982 (and sub
sequent calendar years) .-For calendar year 
1982 (and subsequent calendar years), the 
adjusted 1978 income tax level shall be the 
total tax imposed under the 1978 rate tables 
reduced by 29 percent. 

All estimates of total tax burden and de
terminations of adjusted 1978 income tax 
level shall be made separately for each ta
ble, as printed in subsections (a), (b), (c), 
and (d) of Section 1 (1) Determination of 
Limitations-For purposes of determining 
the changes in the rate tables provided 
under subsection (a) for ea.ch calendar year 
after 1979, the Secretary of Treasury shall 
make the following determinations in para
graphs (A), (B), (C) and (1) of this sub
section after the adoption of the Second 
Budget Resolution by the Congress during 
the preceding calendar year and before the 
beginning of the next calendar year. 

The Secretary Shall-
" (A) establish the amount of the outlay 

limit the deficit limit in paragraph 1 to 
correspond to the levels set forth below: 

Deficit 
Outlay limit 

limit billion 

Fiscal year : 
1980 ---------------- $531 billion $50 
19131 ---------------- 562 billion 21 
1982 ---------------- 595 billion 8 
1983 ---------------- 628 billion O 

"(B) increase each year the amount of the 
outlay limits and deficit limits set forth in 
subparagraph (A) by the annual rate of 
change of t,he price index for the preceding 
fis·cal year, minus six percentage points. 

"(C) compare the amount of the outlays 
provided for by the budget resolution for 
the fiscal year ending on the next Septem
ber 30 with the amount of the outlay es
tablished under subparagraph (A). AMD 

"(D) if the amount of outlays authorized 
by the budget resolution for a. fiscal year 
exceeds the amount or'the outlays as es
tablished under subparagraph (A), suspend 
the application of the tables set forth in 
subsection (b) for the next calendar year. 

"(2) Effect of suspension-If the Secre
tary suspends the . application of tables for 
a calendar year, the tables in effect for the 
preceding calendar year shall apply, and the 
remainder of the schedules (including the 
suspended table) shall be applied one year 
later than shown in subsection (b) (subject 
to suspension under paragraph (2)) so long 
as the deficit does not exceed the deficit 
limit set forth in subparagraphs (A) and (B) 
of paragraph ( 2) above. 

"(B) Corresponding adjustments.-For 
each calendar year for which a schedule un
der subsection (b) is in effect, the Secretary 
shall change the zero bracket amount under 
section 63 for the calendar year, the tax ta
bles prescribed under section 3, the with
holding tables prescribed under section 3402, 
the dollar amounts set forth in section 3402 
(m) (1) (relating to percentage method 
withholding), and the dollar amounts set 
forth in 6012(a) (relating to filing require
ments) necessary to reflect in such tables 
and amounts the tables in effect for the cal
endar year. The amounts adjusted by the 
Secretary under this paragraph for any cal
endar year shall be the amounts in effect for 
taxable years beginning in that calendar 
year. 

"(4) Definition of price index.-For pur
poses of this subsection, the term 'price in
dex' means the average over a 12-month pe
riod of the Consumer Price Index for All 
Urban Consumers.". 

Mr. MUSKIE. Will the Senator yield? 
Mr. HART. I yield. 

Mr. MUSKIE. Mr. President, there will 
be, I gather, two or three amendments of 
this kind presented to the Senate. Under 
my interpretation of section 303 (b), 
which we discussed the other night, a 
waiver resolution would be in order and, 
in fact, Senator HART submitted a waiver 
resolution to the Budget Committee. 

In light of the action taken by the 
Senate the other night, I have not tried 
to report those waiver resolutions to the 
floor. They · might just complicate the 
parliamentary situation at the present 
time. 

Mr. President, I still think that issue 
is a problem which must be addressed in 
due course. However, I do not think the 
time for doing so is in the consideration 
of this tax bill. Consequently, I simply 
wanted to explain to Senator HART why 
the waiver resolution has not been acted 
upon. There are two others. We have not 
acted upon them because of the action 
taken by the Senate in overruling the 
Parliamentarian the other night. 

Mr. HART. I thank the Senator from 
Maine. 

Mr. President, I ask unanimous con
sent that the Senator from Idaho (Mr. 
CHURCH) , the Senator from Wisconsin 
(Mr. PROXMIRE), and the Senator from 
Arkansas (Mr. BUMPERS) be added as 
cosponsors to this amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HART. Mr. President, this amend
ment does one simple but very important 
thing. 

Mr. President, may we have order? 
The PRESIDING OFFICER. The Sen

ate will be in order. 
The Senator from Colorado. 
Mr. HART. Mr. President, this 

amendment does one simple but I think 
very important thing. It links tax cuts 
in the years 1980, 1981, and 1982 to the 
Congress and the Government meeting 
limits on the growth of Federal spend
ing. 

The first question to ask is, Why are 
tax cuts needed in those years? The sec
ond question is, Why are controls on 
Government spending needed? 

The third question is whether we can 
have both at the same time. 

Mr. President, we have been doing the 
Nation's economic business pretty much 
the same way for the last 30 or 40 years. 
We have approached the problems of in
flation and recession, of tax policy, of 
fiscal policy, as if nothing ever changed. 
But things have been changing. Five 
years ago this week OPEC embargoed 
petroleum exports into this country and 
energy prices quadrupled overnight. The 
value of a dollar continues to deteriorate. 
The balance of trade declines, unemploy
ment is not rampant but it is structural. 
Budgets are chronically imbalanced. 

We continue in this Congress, never
theless, in spite of these changing cir
cumstances, to try to stimulate the 
economy through fiscal means that have 
been used for the last 20, perhaps 30 
or more years. 

(Mr. STEVENSON assumed the chair.) 
Mr. HART. The problem is those fiscal 

stimulation methods are not producing 
the same results they once did. The fact 
of the matter is, Mr. President, in spite 
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of our efforts to try the old remedies, 
they just are not working. We have had 
tax cuts every 4 or 5 years for the last 
two decades. Those cuts have operated 
pretty much as political rewards for 
Members of Congress to offer their con
stituents, and those cuts have been of
fered almost totally separately from 
budget discipline or from any attempt 
to control the rate of Government spend
ing. 

That is one of the reasons why they 
have become less effective and perhaps 
even totally ineffective in terms of pro
ducing the desired economic result. 

Of course, there has been much atten
tion in the last few months to a variety 
of kinds of tax proposals. Those pro
posals have to do primarily with very 
large increases in tax cuts. 

The theory is, of course, that it will 
stimulate demand; that will stimulate 
investment and production; and that will 
stimulate growth of the economy. The 
fact of the matter is, Mr. President, that 
the historic example offered for that is 
almost 18 years old. Circumstances have 
changed. There are different causes for 
the recession of our economy, and there 
is certainly a much greater and higher 
degree of inflation. 

Mr. President, this amendment is of
fered for one very simple reason. That 
is, for the first time in anyone's memory, 
we have a continuously sluggish econ
omy combined with inflation. It is be
cause we have these dual economic prob
lems that they have to be counteracted 
and counterattacked simultaneously. 

Briefly, Mr. President, what this plan 
would do is provide for tax cuts in the 
years 1980 through 1982 amounting to 
23 percent over and above that enacted 
this year. The size of those cuts is pro
jected in this amendment in 1980 at 9 
percent, in 1981 at 7 percent, in 1982 at 
7 percent. 

Mr. President, at the same time those 
tax cuts are offered, this amendment 
would require a degree of budget disci
pline that we have not attached to tax 
cuts in the past. That discipline would 
say that the growth of Federal spending 
has to be controlled at a certain level. 
That level amounts, in this amendment, 
to the range of 6.7 percent increase per 
year. That figure, Mr. President, is the 
combination of the assumed 6 percent in
flation plus a factor of about three
quarters of a percent net growth over 
that. 

How was that figure arrived at? It was 
arrived at as the tax cut figures them
selves were arrived at, very carefully. we 
have used some of the best economic ad
vice and expertise that we think is avail
able in this country. The numbers are 
not derived accidentally or in the ab
stract. This amendment, Mr. President, 
is the result of months of work, and weeks 
of consultation with some of the best ex
perts in the future of economic planning 
that we were able to locate. Very simply, 
what this amendment provides is that 
if we are to have the tax cuts that this 
Senator believes are needed to stimulate 
growth, to increase production, to in
crease expansion in the private sector, 
then we have to limit the expansion of 
Federal spending and we have to provide 
those levels of tax cuts. 

What would be the result if this 
amendment were adopted and imple
mented, Mr. President? According to the 
calculations we have done, and given 
very conservative estimates about the 
degree of investment and the degree of 
expansion in private development, we 
would arrive at something like a $15 bil
lion to $18 billion deficit by 1983. But 
given the most optimistic calculations, 
those that incorporate what business is 
most likely to do with this degree of eco
nomic stimulation and increase in de
mand, it is our calculation that by 1983-
we can have a balanced budget. The most 
optimistic predictions are that we can 
have a surplus budget in 1983. 

Mr. President, I do not think we 
should make policy only on those most 
optimistic projections. I think we should 
take the most conservative projections. 
That leaves us with a growing economy 
as a result of that stimulated private in
vestment. It gives us controls on Federal 
spending at predictable levels that per
mit us to serve the real needs of the peo
ple of this country, but eliminate the 
waste and the fat and the fraud that is in 
the budget, and exercise additional dis
cipline to that which we already have in 
the budget process. It also permits those 
who have to make very difficult invest
ment decisions to have some predictabil
ity about where the Government is going 
and what its policies are. 

Mr. President, even if we take those 
most pessimistic assumptions, we shall 
have that growing economy, we shall 
have the controls on Government spend
ing that I think taxpayers of this coun
try are insisting on. We shall also have a 
budget that is approachin~ balance, even 
under the most. pessimistic calculation. 

This proposal does not represent abso
lute limits on what the Government can 
do in terms of spending. All it says is 
that if we are to have those tax cuts, 
which I believe we should have and 
must have to stimulate increased pro
ductivity and investment, we can only do 
so when the Federal Government exer
cises the restraint on itself that it has 
not been doing up to now, with the ex
ception of the effort of the Congres
sional Budget Committee. 

Mr. President, this amendment will 
permit Congress to exceed the spending 
limits which it contains. It does not con
tain any absolute prohibition on that. 
All it says is that if those spending limits 
are exceeded, there will be no tax cut. 
That is in this amendment, and I think 
it should be part of the law, because the 
people of this country understand that 
that is what is necessary. We cannot con
tinue to offer tax cuts every year or every 
2 years, or every 3 years or every 4 
years, and run the budget deficits that 
we have been running, not controlling 
our own expenditures and keeping our 
own house in order, and expect the 
American people and the private sector 
to have any confidence in governmental 
fiscal policy. 

Mr. President, if this amendment were 
adopted, it would exand and increase and 
build the constituency for the budget 
process. It would set preconditions for 
tax cuts in the next 3 years after fiscal 
1979. It would use the second concurrent 
budget resolution as a point of departure. 

I think most importantly, Mr. Presi
dent-and I want to reserve the remain
der of my time to respond to comments 
by the committee-it would off er a de
parture in governmental policy that I do 
not think has ever been attempted be
fore. This approach is unique and novel, 
but it is reasonable. It is thoughtful, it is 
carefully calculated. We have had much 
consideration in the last few months and 
weeks in this country, at the State and 
Federal levels, of a variety of kinds of 
economic proposals. Some are massive 
tax cuts, as proposed by the Finance 
Committee in the pending legislation. So 
are tax cuts as proposed by the adminis
tration. There have also been a variety 
of ways of attempting to control Govern
ment spending, particularly at the State 
level. Mr. President, what this amend
ment does that my cosponsors and I are 
attempting is link those proposals in a 
thoughtful and reasonable manner. We 
have comprehensive data, the best that 
the expertise available offers, to justify 
and support the calculations we have 
made, and the specific limits in spending 
and tax cuts proposed in our amendment. 

Mr. President, I ask unanimous con
sent that that data be printed in the 
RECORD. It is a Congressional Research 
Service analysis using the Chase Econ
ometrics economic model. 

The PRESIDING OFFICER. Wiithout 
objection, it is so ordered. 

(The tables are printed in the RECORD 
beginning on page 35392 of the Senate 
pr-oceedings of October 10, 1978.) 

Mr. HART. Mr. President, in summary, 
this amendment makes tax cuts in the 
3 years beyond fiscal year 1979 contin
gent upon Federal restraints. It cuts per
sonal taxes only. It takes effect in 1980. 
It predicates those tax cuts on calcula
tions based on 1978 tax tables. It looks 
to the second concurrent budget resolu
tion for its spending ceilings. It uses 
budget ceilings as targets and not as 
mandatory handcuffs or restraints. It 
does not change 1979 law, and it would 
put constraints on the deficits through 
1981 and into the 1980's. 

Mr. President, I reserve the remainder 
of my time. 

Mr. PROXMffiE. Will the Senator 
yield for a question? 

Mr. HART. I yield to the Senator from 
Wisconsin. 

Mr. PROXMIRE. This amendment, as 
I understand it, would provide for a re
duction in taxes matched by the limit 
on the increase in spending, is that cor
rect? 

Mr. HART. That is correct. 
Mr. PROXMIRE. The principal limit 

on spending would be 1 percent in real 
terms, with an estimate that there be 
about 6 percent inflation, is that right? 

Mr. HART. Yes, my amendment would 
set spending limits targets which repre
sent a growth of Federal spending at 
1 percent below current projections by 
the Senate Budget Committee. This 
would reduce expenditures $40 billion 
from projected levels in 1983. 

Mr. PROXMffiE. Now, what happens 
in the event of a recession and a deep 
recession, when the tax revenues are 
eroded sharply and it may be necessary 
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to spend more money and the deficit in
creases? 

Mr. HART. Congress, of course, under 
this amendment, preserves its preroga
tives that- it is exercising right now, that 
is, amending tax laws in any year. 

It also provides that if the deficits in
crease beyond the suggested levels as a 
result of recession, or any other factor, 
that the tax cut or the calculations set 
forward in this amendment are set aside. 
Congress is, of course, free to increase the 
tax cut or take any other step it may 
wish. 

Mr. PROXMIRE. The same provisions 
would be in place in the event of a mili
tary emergency where we had to spend 
a great deal of money because of the 
military situation? 

Mr. HART. The Senator is absolutely 
correct. Obviously, we should not tie 
the hands of the Congress or the admin
istration. 

Even if this amendment passes the ad
ministration, the congressional budget 
process, Finance Committee, the Ways 
and Means Committee, and, of course, 
both Houses can still do anything they 
wish .in any given year. My amendment 
will simply cause a tax cut to take effect 
in any year that spending is below cer
tain limits. If Congress wishes, of course, 
it can increase or decrease the tax cut 
in any year and I would recommend 
such a change if the economy turns into 
a recession, for example. 

All this says is that under normal cir
cumstances, if projected controls on the 
growth of Government spending are not 
met, there will be no tax cut, barring 
those extraordinary circumstances. 

Mr. PROXMIRE. If the Senator will 
yield very briefly, let me congratulate 
the Senator on what I think is precisely 
what we need. 

This would provide a tax cut, but a 
responsible tax cut, a tax cut keyed to 
holding down spending, which would not 
be inflationary under the circumstances 
because spending would have to be re
duced, too. 

It seems to me the principal objection 
to Kemp-Roth was it might be, under 
some circumstances, inflationary. 

I happened to vote for it, but that was 
the view of many Members of the Sen
ate. 

The Hart ~,mendment meets that ob
jection. It provides not only for very 
substantial tax reduction. but a tax re
duction keyed to holding down spending 
increases so that the deficit would be 
reduced and eliminated in 1983-is that 
correct? 

Mr. HART. The Senator is absolutely 
correct. 

I want to emphasize that the purpose 
of this amendment is not to provide an 
election year, or any other year, gim
mick for Members. of the Senate or Con
gress to go home and say, "We voted 
for tax cuts this year and in the next 3 
or 4 years." 

But it is to address a real and I think 
growing problem in this country, and 
that is probably recession. 

I think many people on both sides of 
the political fence, both sides of the polit
ical aisle, agree it can only be addressed 
by some thoughtful and calculated and 
projected fiscal stimulation that will not 

only encourage the consumer side, but 
also give the business sector confidence 
that if they make investment in in
creased plant capacity, increased pro
ductivity, that there will be some de
mand there to meet that. 

But it also permits an increased de
mand and increased productivity and 
growth in the private sector without the 
even greater problem, and that is infla
tion. The way that is counteracted is 
the controls on the growth of Federal 
spending. As a result this budget deficit 
is decreased, rather than increased, as 
with some other proposals. 

There may be better ideas as to how to 
do this, but the Senator from Colorado 
has not heard them, frankly. I think 
combining these two for the first time, 
and I know of no other time this has 
been done, is the only solution available 
to us to counteract the simultaneous 
problems of inflation and recession. 

Mr. PROXMIRE. I congratulate the 
Senator from Colorado. I support the 
amendment. 

Mr. NUNN. I would just like to say a 
few things about the Hart amendment. 

First of all, I agree with the overall 
concept of the Hart amendment. It has 
several things in common with what I 
would call the coalition amendment, 
which has been cosponsored by Senator 
CHILES, Senator BELLMON, Senator ROTH, 
and myself, as well as others-22 differ
ent cosponsors, I believ~23 now. 

I would like to just point out very 
briefly the similarities, because the con
cept is similar. 

First of all, both of these amendments 
make tax cuts contingent on Federal 
spending restraints. Second, both cut 
personal taxes only. Third, both begin 
in 1980. Fourth, both look to the second 
concurrent budget resolution for spend
ing ceilings. Fifth, both use pudget ceil
ings as targets. Sixth, neither changes 
the 1979 law, proposed by the committee, 
as I understand it, neither have deficit 
constraints through 1981. 

But there are some fundamental dif
ferences everybody should understand, 
because I do agree with the general con
cept the Senator is proposing, and our 
coalition concept is very similar. 

We also have inflation plus a percent
age of real growth as a contingency. We 
have a 1 percent real growth limit in the 
Nunn coalition amendment, which will 
follow the Hart amendment. 

But we have another contingency, too, 
because limiting spending to inflation 
plus a percent of real growth is not suffi
cient. We also need a measure of how 
that spending relates to overall GNP, 
otherwise we could have 15 percent in
flation, one year and the next year a 
16 percent Federal spending increase. 

We also in our amendment, and this is 
the distinction between the Hart amend
ment and our amendment, we have a 
second condition precedent, which is 
that the percent of Federal spending re
lated to GNP has to start declining and 
we have a specific schedule that would 
take us down by 1983 to. 19.5 percent of 
GNP. 

This means we are mandating a shift 
from governmental expenditures to the 
private sector expenditures. 

There is one other important limita
tion we have in the Nunn coalition pro
posal. We have a required balanced 
budget by 1982. 

We do not pull this figure out of the 
air. It is based on economic projections 
and the amount of our tax cut is geared 
to balancing the budget in 1982. 

We stretch out the overall tax cut over 
5 years, including 1979, and we, reluc
tantly, but, nevertheless, we do reduce 
the amount of the tax cut to a lesser fig
ure than is proposed by the Senator from 
Colorado because we felt it was essential 
to balance the budget in 1982 and to 
avoid continued deficit spending. 

So, without taking a lot of time, I say 
in summary that there is nothing in the 
Hart proposal that makes us get to a 
balanced budget. 

The Senate is going to have a chance 
to vote on such a proposal in the form 
of the Nunn proposal in just a few min
utes. But I would reluctantly have to 
oppose the Hart proposal because it does 
not have the restraints I would like to 
see it have before we implement tax cuts. 

Mr. LONG. Will the Senator yield for 
g question? 

Mr. NUNN. I am glad to yield to the 
Senator from Louisiana or to the Senator 
from Delaware. 

Mr. LONG. As I understand, the Hart 
amendment would permit a budget defi
cit of $50 billion next year and still 
have a tax cut, is that correct? 

Mr. NUNN. That is theoretically pos
sible. I do not think that would really 
happen, in fairness, but I think it is 
theoretically possible. 

Mr. LONG. How much deficit would 
the Senator's amendment permit next 
year and still have a tax cut? 

Mr. NUNN. In 1980, we have a similar
ity, neither bill uses a deficit contingency 
in 1980, but we do use two other criteria. 
Frst of all, a I-percent limit in real 
growth. Second, we would require the 
percentage of the Federal spending re
lated to GNP be reduced. 

This dcies not directly regulate the 
deficit, but it does indirectly regulate it. 
Therefore, we reduce the growth in 
spending. 

We did not put in a deficit constraint 
in 1980, but we do put a figure on it in 
1982. 

Mr. LONG. That has the effect of 
limiting the deficit to a lower figure than 
the $50 billion or not? 

Mr. NUNN. It definitely would, because 
spending measured against the gross 
national product would go down, and it 
has to go down every year. Unless those 
two conditions are met, you would have 
no tax cut. 

Mr. HART. Mr. President, will the 
Senator yield to respond to a question? 

Mr. NUNN. I yield. 
Mr. · HART. The calculation of the 

·deficit does not mandate a tax cut. Con
gress is free to do anything it wishes. 
The deficit figure does not mandate a 
tax cut. 

The Senator from Georgia has indi
cated his approach with respect to Fed
eral spending as compared to GNP would 
be 19.5 percent, from about 21 percent 
now, by 1983. 
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The Hart amendment would restrain 
Federal spending so that spending would 
decline from 21 percent of GNP today 
to 19.1 percent in 1983. 

Mr. NUNN. The difference is that the 
Senator does not have anything in his 
amendment that guarantees that. That 
is based on a lot of assumptions. We 
have in our amendment that that per
centage of GNP must go down. Other
wise, there is no tax cut. We write it into 
law, and the Senator merely has it on 
his wish list. ·That is a difference we 
have to address. 

Mr. ROTH. Mr. President, I congratu
late the Senator from Florida for sup
porting the concept of a phased-in tax 
cut, which I think is very important both 
from the standpoint of the American 
people and from the standpoint of try
ing to secure some buoyancy in the 
economy. 

However, for the reasons outlined by 
the distinguished Senator from Georgia, 
I think it is important that it be recog
nized that there is a second coalition, if 
we want to call it that, a bipartisan 
amendment, that would achieve the 
same goals but is much more specific. 

One of my concerns about the Hart 
amendment is the point just dwelled 
upon, that it does permit next year a 
$50 billion deficit, which I think is much 
too high. I do not think the Senate should 
put itself on record as permitting a 
deficit that high. 

Second, it concerns me that the 
so-called Hart amendment does not spell 
out with particularity what the tax cuts 
would be, in contrast to the coalition 
amendment, which has the charts spelled 
out specifically as to what cuts individ
uals with different incomes would enjoy. 

Under the earlier amendment, it is my 
understanding that the Secretary of the 
Treasury was the one who is going to 
spell out or work out the tax rates. 

Is my understanding of Senator HART'S 
amendment correct, that this is a Joint 
Committee on Taxation? That was not 
a change that was mentioned when we 
got the unanimous consent. 

Mr. HART. The Senator is correct, and 
I apologize for that. It did not seem to 
me that that was a material change in 
the amendement. 

Mr. ROTH. I think it is a significant 
change as to who has that authority; 
because, while there are some restraints 
put upon what it can do, there is still a 
certain amount of flexibility as to how 
they would be spelled out. 

For example, can the Senator from 
Colorado tell me what would be the tax 
cut of a family of four if we meet the 
deficit requirement? 

Mr. HART. At what income level? 
Mr. ROTH. $20,000 a family of four. 
Mr. HART. In which year? 
Mr. ROTH. For each year that the tax 

cut could take effect. 
Mr. HART. In 1983, for a family with 

an income· of $25,000, it would be $578. 
The 1979 figure is about $148, and we 
can calculate the rates in between. 

I must say that I do not think that is 
a material difference between the two 
amendments. 

Mr. ROTH. I, for one, am not willing 
to delegate that authority either to the 

Secretary of the Treasury or to the Joint 
Committee. 

It seems to me that one of the advan
tages of the coalition amendment is that 
we spell out with particularity exactly 
what would happen in tax-rate reduc
tions. I think that gives certainty to the 
picture that is not found in the Hart 
amendment. 

I also agree with the distinguished 
Senator from Georgia that it is particu
larly important not only that we require 
the meeting of a GNP standard, but also 
the 1982 requirement that the budget be 
balanced. 

For that reason, I urge my colleagues 
to oppose the_ Hart amendment and to 
support the coalition amendment which 
will be brought up subsequently. 

Mr. HART. Mr. President, I hope that 
the Senate, in considering these two pro
posals, does not lose sight of the forest 
for the trees. 

The fact is that in the case of the Sen
tor from Colorado and his cosponsors, 
after a period of months of a lot of hard 
work, we have come up with what we 
think is a very good proposal. 

In addition, the so-called coalition has 
come up with a similar proposal over a 
period of time; and now what we have is 
the individual sponsors of those two ap
proaches trying to point out how dif
ferent they are and urging the Senate to 
reject one and support the other. 
Frankly, I am not sure it makes that 
much difference, when you consider the 
importance and, if you will, the unique
ness of this approach. That is what is im
portant about these proposals. 

For my part, as a principal sponsor, 
the Senator from Georgia knows that I 
am perfectly willing to accept the factors 
in the Nunn proposal which he has 
pointed out as different in ours. 

The GNP provision is acceptable, and 
we will make whatever changes are nec
essary in the deficit calculations. We will 
incorporate the rate schedule that the 
sponsors wish to make. I am perfectly 
willing to accept what the sponsors seem 
to think are substantial differences and 
incorporate those into my amendment. It 
seems to me that that would make the 
measure agreeable to everyone. If the 
sponsors wish to make that offer of 
amendment by unanimous consent, I am 
perfectly willing to accept it. 

Mr. NUNN. I say to the Senator that I 
agree with him that we have more simi
larities than differences. There is no ques
tion about that. We have been over it 
very carefully. I agree with the Senator's 
concept. I believe we have a stronger 
proposal. I think it has more restraint on 
Federal spending and does give us a bal
anced budget position by law. It man
dates a balanced budget. 

Also, we have a broad coalition in spon
soring this amendment. I do not feel that 
I have the authority on behalf of 23 or 24 
people to agree to provide any kind of 
substitute. 

As the Senator knows, we would have 
liked the Senator to join us on our pro
posal. We invited him to join us on our 
proposal, but that did not work out. I 
have great respect for the Senator. I say, 
in all frankness, that if there were not 
a better alternative going to be voted on 

right after his, I would be in favor of his, 
as opposed to the current law. 

However, I do believe it is much better 
to provide in this amendment precisely 
some limits on Federal spending com
pared to gross national product. I think 
it is much preferable to have an overall 
requirement of a balanced budget in 
1982. 

I also believe it is preferable to have 
tax cuts that are based on achieving eco
nomic stability. We did not pull our tax 
cuts out of the air and feed them to a 
computer-I know the Senator did not, 
either-and say this is what we want. 
What we did was to feed some basic as
sumptions-that is, getting a balanced 
budget and limiting expenditures to 1 
percent real growth-we fed that in and 
said we want tax cuts which would allow 
us to have economic stability and real 
growth. The tax tables that came out 
were a result of that kind of process. 

So I would not be able to speak for the 
other 22 or 23 Senators on this, but I 
would hope we could debate both pro
posals as we are now doing, and then 
have a back-to-back vo_te on it. 

Mr. BELLMON. Mr. President, the 
Hart amendment and the coalition 
·amendment set forth a concept relating 
to tax cuts tied to restraints on spending 
that I believe embrace an idea whose 
time has come. 

The problem has been in the past that 
there is always pressure on the Senate 
to increase spending. Yet, the taxpayers 
never seem to be heard; so we do not have 
the same pressures to hold the line on 
increasing taxes. Both these amendments 
intend to tie a reduction in taxes to a re
quirement that Congress hold the line 
on spending. One amendment would hold 
the line at 1 percent in real terms and 
one at three-fourths of 1 percent. 

When you compare the two proposals, 
I am convinced that, while I agree with 
the intent, the coalition approach, one 
which I have cosponsored, is superior in 
many ways to the one that has been of
fered by the Senator from Colorado. 

First, the amendment of the Senator 
from Colorado would authorize, as has 
been said, the joint tax committee to ex
ercise some discretion in establishing 
rate tables. Distributing the tax burden 
to me is a matter that the entire mem
bership of Congress and not just one 
committee should undertake. Our amend
ment sets specific rates that are part of 
the amendment and reserves this respon
sibility to Congress. 

Second, the Hart amendment propcses 
a 3-year rate cut beyond 1979. The coali
tion amendment proposes 4 years. To me 
this just gives us a longer period of cer
tainty and I believe would serve as a 
very considerable incentive for the pri
vate sector to make greater investments 
and to help us have a stronger economy. 

The size of the third year tax cut re
duces the deficit in 1982 down to $18 
billion, but to me this is still a very large 
deficit, and I believe it is unnecessary 
since the coalition amendment gets us 
to a balanced budget by 1982, and I think 
that is one of the major points of dif-
ference and it is one that I stress. 

Mr. President, there are many very 
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specific differences, and I shall recite 
those in some detail for the Senate. 

The first, as I have said, the coalition 
amendment has a balanced budget by 
1982. The Hart amendment has no con
straints on deficits. 

The coalition amendment specifies 
spending restraint as a percentage of 
GNP, and the Hart amendment has no 
such provision. 

The coalition constrains outlays to 1 
percent above inflation. Hart sets specific 
levels which rise with inflation plus 
three-fourth percent. There is not that 
much difference in that one area. 

The coalition specifies a table of re
duced rates which produce revenue levels 
which fit spending constraints. The Hart 
c1.mendment has the joint committee 
compute the reduced tax rates and this 
way takes this responsibility out of the 
hands of Congress. 

The coalition subsumes the Kennedy 
amendment's redistribution of tax bur
den but distributes his amendment's tax 
cuts roughly according to individual tax 
rates in the Finance Committee bill be
fore amendments. The same provision of 
redistributing the tax burden is in the 
Hart amendment, but the Hart amend
ment distributes those tax cuts accord
ing to the bill as finally amended, which 
is something none of us will know about 
for some days. 

The coalition proposal cuts taxes $8 
billion in 1980; $25 billion in 1981; $43 
billion in 1982; $66 billion in 1983 below 
the bill that is be·f ore us as amended. 
The Hairt amendment cuts are in per
centages and it is to achieve reduced 
revenue by 15 percent in 1980, 22 percent 
in 1981, and 29 percent in 1982. 

So, Mr. President, I think the main 
difference between these bills is that the 
coalition approach is one that is set forth 
specifically so the Senate will know ex
actly what we are voting on, and the 
Hart proposal leaves many things up in 
the air that will have to be decided and 
worked out later. 

So, I strongly urge my colleagues to 
vote against the Hart proposal and to be 
in position to suprort the coalition 
amendment when it is brought before 
the Senate immediately afterwards. 

Mr. HART. Mr. President, it is a 
rather minor point, but I think it should 
be made. On behalf of the coalition 
amendment, by calling it that, I do not 
want us to get into this business that 
we have with the Senator from C'olorado, 
and then we have a gang of other people. 
I could call my amendment a coalition 
amendment also if I chose to. I have sev
eral other Senators on it. So I think we 
should keep that point in mind. 

Second, I think what we are doing 
here is spending a lot of time trying to 
point out differences, as I have already 
stated. What I said to the sponsors of the 
Nunn amendment is that many of these 
features, if not all of them, are accept
able to me. We are straining at the last 
5 percent and on 95 percent of this we 
are together. I do not know why we have 
to spend a lot of the Senate's time telling 
our colleagues or at least the RECORD the 
differences between them when the vast 
majority of these proposals are the same. 

If the Sena tor proposing this amend-

ment wishes to offer those changes, I 
have already indicated that they will be 
acceptable to me. 

Mr. NUNN. Will the Senator be willing 
to just withdraw his amendment and 
then we could vote on ours right after 
that? It would accomplish exactly that 
purpose. 

Mr. HART., Mr. President, I am afraid 
the Senate is getting itself down to a 
struggle over pride of authorship. 

Mr. NUNN. We could cure that very 
quickly if the Senator would withdraw 
his amendment. 

Mr. HART. The Senator from Colo
rado made the first off er. It has not been 
responded to yet. I have offered to accept 
the changes which the sponsors of the 
Nunn amendment have indicated they 
want. · 

Mr. LONG. Mr. President, both pend
ing amendments, the Hart amendment 
and the Nunn amendment, bring in a 
whole new concept in taxation, and it re
lates that to spending. 

The idea has some merit and perhaps 
the Senate wishes to vote for one or the 
other. or both, but I think that one pre
cludes the other. 

I gain the impression that the Hart 
amendment leaves it up to the joint com
mittee to work out what the rates will 
be, and the Nunn amendment will provide 
what the rates actually are. It has a 
schedule for which we will vote. Is that 
correct? 

Mr. NUNN. The Senator is correct. 
Mr. HART. To answer the Senator, the 

Joint Tax Committee woud be perform
ing not a discretionary function but a 
mechanical function. It would be imple
menting formula which is already in the 
law. 

Mr. LONG. I gain the impression. Mr. 
President, that the Nunn amendment is 
somewhat more sophisticated and it has 
been more thoroughly worked out. As be
tween the two, I think I would favor the 
Nunn amendment. I am not sure at this 
point I would recommend either one of 
them, but mv impression would be the 
Nunn amendment is somewhat more 
thoroughly worked out to meet the 
problem. 

Both of them, I believe, seek to move 
us toward an ultimately balance of the 
budget; is that correct? 

Mr. NUNN. In fairness I think the Sen
ator has that intention in his, but it does 
not provide that. There is no requirement 
in his amendment that that be done. In 
our amendment it is a requirement that 
before the 1982 tax cuts go into effect 
there has to be a balanced budget. Of 
course, we also have in our amendment 
two conditions. One is limiting the 
amount of Federal spending to the GNP 
deflator, meaning the inflation rate plus 
1 percent. The Senator has a condition 
similar to that in his but really his is 
three-quarter5 of 1 percent, as I under
stand it. We add one more dimension in 
ours that has a very important effect. 
That other condition precedent is the tax 
cut going in effect in 1980, 1981, 1982, and 
1983 is a measure of the Federal spending 
level, the outlay level compared to the 
gross national product. 

This has the effect of putting on a 
safety valve if we have runaway infla-

tion so that we cannot come up here and 
have 20 percent inflation and have 21 
percent increase in Federal spending un
der the Hart amendment and still have a 
tax cut, which would be ludicrous, but I 
am not saying that is what the Senator 
intends. 

Mr. HART. Mr. President, if the Sena
tor will yield, what was that about a 21-
percent increase? 

Mr. NUNN. The Senator has no condi
tion precedent to trigger the tax cut ex
cept the last year's spending level plus 
three-quarters of a percent as in his 
amendment. 

You could have an inflation rate of 20 
percent and you could ha·ve an increase 
in Federal spending next year of 20. 75 
percent, and you could still have a tax 
cut automatically. 

Mr. LONG. Mr. President, I would like 
to ask that the time consumed by the 
Sena tor from Georgia be charged to his 
time. 

Mr. NUNN. I join the Senator in that 
request. 

Mr. ROTH. Mr. President, I think it 
is worthwhile to reemphasize that the 
so-called Hart amendment would still 
permit a: tax cut next year, but a $50 
billion deficit. 

I must say it disturbs me that the 
Senate goes on record for a deficit of 
that size when the Budget Committee in 
the second budget resolution has pre
dicted or anticipated a $40 billion deficit. 
That is bad enough. But I do not think 
we want to go on record today as even 
approving a larger deficit of an addi
tional $10 billion. 

In the coalition amendment we have 
lowered that goal to $36 billion. I must 
confess that is pretty horrendous in and 
of itself, but it does represent a substan
tial improvement over the second budget 
resolution. 
· So I urge the Members of the Senate 

to support the coalition amendment 
which has tougher standards and will 
not permit deficit of the size anticipated 
in the Hart amendment. 

Mr. HART. Mr. President, will the Sen
ator from Delaware be willing to offer 
that as a change by adding more con
straints from his amenment to my 
amendment? 

If he does, it is acceptable. I find the 
two proposals so similar that I could 
accept this sort of change. 

Mr. ROTH. As the distinguished Sen
ator from Georgia: pointed out we would 
be very happy if the Senator from Colo
rado would withdraw his amendment 
and become a sponsor of the coalition 
amendment. 

Mr. HART. I am afraid my cosponsors 
would not agree to that. 

Mr. CURTIS. Mr. President, I yield 
myself 3 minutes of my hour. 

I rise in opposition to the Hart amend
ment. It will be possible to have a $50 
billion deft.cit and still get a tax cut. 

I think also we should keep in mind 
in all of these proposals, including the 
one offered by the distinguished Senator 
from Georgia and others, that we really 
cannot bind a future Congress. I do not 
make that statement with any idea of 
opposing the amendment. I think it has 
considerable merit. 
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But I do say we are never going to 

permanently set our financial house in 
order until we get an authority in the 
Constitution. Someone may come up 
with a better idea than anyone has ever 
thought of, but as long as we do this by 
statute another statute can take its 
place. There is just no way we can tell 
Congress 2 and 3 years from now what 
they must do, and do it by statute. 

Here is another reason: Even if this 
is successful, the time will come-maybe 
you will have 20 years, I hope it would 
be more than that-when a very con
scientious and careful Congress that held 
down spending, but without a constitu
tional amendment, you could have an 
election that swept in a group of spend
ers and they could set in motion a great 
many programs that would just go on 
and on and on, and it would add t.) the 
budget deficit. 

Most of our budget troubles this year 
were not caused this year. They were au
thorizations going back a good many 
years. 

I will not delay the Senate with fur
ther discussion at this time. But I do 
point out that until we have a constitu
tional restraint on deficit spending, with 
a mounting national debt, there will be 
no control. 

Mr. BIDEN. Mr. President, will the 
Senator yield? 

Mr. CURTIS. Just a second. 
I particularly oppose the Hart amend

ment because you can have a $50 billion 
deficit and still have a tax cut. 

We have long since given up paying 
the interest on the national debt, but 
now we do not even pay the interest. If 
you will look at the deficit over a period 
of years there is quite a parallel between 
the deficit and the amount of interest on 
the national debt. We have got to come 
to a time where we can actually reduce 
the debt. 

Might I also express the hope that 
Congress quit running away from the 
idea of cutting expenditures and hoping 
we can do a little adjusting here and 
there in the tax law and bring about a 
balanced budget. It cannot be done, Mr. 
President. I yield the floor. 

Mr. HART. Mr. President, while we are 
pointing out differences, let me point out 
that the Nunn amendment has a higher 
rate of expenditure than is allowed in 
the Hart amendment. Please note that 
the Hart amendment has tighter con
trols on Federal spending than the Nunn 
amendment. 

The PRESIDING OFFICER. The Sen
ate will be in order. 

Mr. HART. Mr. President, the require
ments of the Nunn amendment that 
there be a balanced budget theoretically 
could lead to a situation where the budg
et was $1,000 out of balance and there 
could be no tax cut in 1982 or 1983. 
Should we allow a multibillion dollar tax 
cut to be put aside, because of an ar
bitrary estimate of a Federal deficit? 

The flexibility which the Senator from 
Wisconsin rightly said was needed was 
permitted in the Hart proposal. 

If the majority of my colleagues feel 
strongly about concrete, absolute, iron
clad, copper-riveted balanced budgets, 
however, I will accept that, for the fourth 

time. But what we would like to see-I 
had set out or it has been pointed out-
some permissible deficit levels in the 
next 3 or 4 years, and I would like the 
sponsors of the Nunn amendment to 
point out what the deficits are in their 
proposal. 

Mr. President, there are a lot of peo
ple here saying that you cannot vote for 
the Hart amendment, because it is go
ing to have budget deficits. A lot of the 
same people voted for the Roth-Kemp 
proposal which would have monumental 
deficits, and nobody denied it. All of a 
sudden we are hearing that we cannot 
vote for the Hart amendment, because 
we might have some deficits next year 
or in 1980. Well, a lot of those same peo
ple a couple of days ago voted for Roth
Kemp; they have been out talking about 
it. Everybody indicated, everybody who 
had looked at it at all had indicated, that 
there were going to be substantial defi
cits of at least the level of the Hart 
amendment. I just want to point that 
out. 

My proposal would methodically re
duce deficits-to about zero in 1982, if 
economic growth is rapid. 

Once again, Mr. President, all I can 
say is if these differences, which I think 
are minor, could be put forward in the 
form of an amendment I would be more 
than happy to accept them. 

Mr. NUNN. Mr. President, just a brief 
response to the Senator from Colorado. 
The Senator basically said the Nunn 
amendment compared to the Hart 
amendment allowed a higher level of ex
penditures. That is a mixed bag. The 
Senator's amendment allows three-quar
ters of 1 percent above inflation-the 
Nunn amendment allows 1 percent 
above-the rate of inflation. So the Sen
ator has noted that there is a very close 
relation there of one-quarter of 1 per
cent. But, and this is a big but, the Sen
ator's amendment, if you had a high rate 
of inflation, has no way of regulating 
Government spending except that it must 
be three-quarters of 1 percent above the 
rate of inflation. That is a tremendous 
difference between our amendment and 
the Senator's amendment, because we 
have two checks. One is the real growth 
of 1 percent. But the second check is the 
percent of Government spending meas
ured against the gross national product 
has to be declining. That means in sim
ple terms that the deficit has to be 
declining. 

If you had a high rate of inflation and 
even stayed within the 1 percent, you 
could have a high level of Federal spend
ing and qualify for a tax cut under the 
Hart bill and Federal spending as meas
user against GNP would not be going 
down. Therefore, the second condition 
precedent of the Nunn coalition amend
ment would not be met and, under our 
bill, you would not have a tax cut. 

So, for the Senator to say ours permits 
higher spending, I would say that is only 
accurate if you have a low rate of infla
tion. If you have a high rate of inflation, 
it would be just the opposite. We have a 
doublecheck on this and the Senator has 
only one. 

Mr. HART. Mr. President, will the 
Senator yield for a question? 

Mr. NUNN. I would be glad to yield. 
Mr. HART. Will the Senator tell me 

what the projected levels of the deficit 
are? 

Mr. NUNN. Yes. We have a projection 
here as compared to the second budget 
resolution which the Senate has approved 
this year. This is a comparison of the 
deficits and the balanced budget position 
under the Nunn-Chiles-Bellmon-Roth 
amendment as compared to the second 
budget resolution, that is to say, current 
policy. 

The second budget resolution predicts 
a deficit of $40 billion in 1980. The Nunn
Chiles-Roth-Bellmon amendment cuts 
that by $4 billion. It would be $36 billion, 
even with the tax cut. 

In 1981, the current policy calls for a 
$30 billion deficit. What we are proposing 
is a $25 billion tax cut, but a $18 billion 
deficit in 1981. This is a reduction of $12 
billion from current policy. 

In 1982, the budget resolution shows a 
$13 billion deficit. The Nunn-Chiles
Roth-Bellmon amendment shows a bal
anced budget plus one; that means a sur
plus of $1 billion. 

In 1983, our coalition amendment 
shows a surplus of $11 billion. compared 
to the second budget resolution surplus 
of $3 billion. 

So what we have done is reduce the 
deficit each and every year, and at the 
same time given over $140 billion worth 
of tax cuts. which means that we have 
basicallv reduced spending very substan
tially from current policy. 

Mr. PROXMIRE. Mr. President, wiIJ 
the Senator from Georgia yield? 

Mr. NUNN. Yes. 
Mr. PROXMIRE. The Senator has 

two conditions in the Nunn amendment 
which would restrain spending. The 
second recommendation is that 'it would 
have to be a limited percentage of the 
gross national product. 

Can the Senator give us 1 single 
year out of the last 25 in which we have 
had inflation that has been substantial, 
and the gross national product has been 
declining? 

Mr. NUNN. The Senator has missed 
the point entirely. What the Senator 
from Georgia said was that the second 
condition was that the percentage of 
Federal spending as measured against 
the gross national product was declining. 
I did not say the gross national product 
was declining. I said the percentage of 
Federal spending as measured against 
the GNP was declining. 

Mr. PROXMIRE. Exactly right; but if 
you had a substantial rise in gross 
national product which you could have 
under exceptional circumstances, if the 
GNP is going up, therefore, there would 
be a substantial increase in the Federal 
spending. ' 

Mr. NUNN. The Senator is aware that 
the GNP has been going up, but the 
percentage of expenditures measured 
again:,t the GNP has also been going up. 
In addition to that, we have a second 
condition, which is that the percentage 
of the gross national product must be 
declining, which means the deficits have 
to be declining. 

Mr. PROXMIRE. I understand; but 
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an increase in the gross national product 
would be one condition in which the 
Senator from Colorado's amendment is 
more restrictive than that of the Senator 
from Georgia. 

Mr. NUNN. The Senator is wrong on 
that, unless we have high inflation. If 
we have high inflation, the Senator from 
Colorado's amendment is more restric
tive. 

Mr. PROXMIRE. If you have infla
tion, you have a rapidly rising GNP, and 
if you have a rapidly rising GNP, the 
percentage of GNP to Federal spending 
would have to be declining. 

Mr. NUNN. When is the last time the 
percentage of Federal spending as com
pared to the gross national product went 
down? 

Mr. PROXMIRE. Well, it would go 
down under the Hart amendment. 

Mr. CHILES. No, there is no require
ment that it goes down under the Hart 
amendment. Only under our amendment 
does it go down. It would go down when
ever the gross national product rises at 
more than 1 percent in real terms. 

Mr. PROXMIRE. That has been true 
in every year, with one or two excep
tions, for the last 20 years. 

Mr. CHILES. It has not been true for 
the last 5 or 6 years. 

Mr. PROXMIRE. It was true last year, 
the year before, 1975, 1976, and 1977, and 
it will be true in 1978. 

Mr. CHILES. No. it is not. 
Mr. PROXMIRE. Yes, it did. The 

gross national product went up every 
one of those years. 

Mr. CHILES. Yes, but Federal spend
ing also went up every one of those 
years. 

Mr. PROXMIRE. That is what the 
Hart amendment would control. The 
Hart amendment would not let it go up 
more than 1 percent. 

Mr. CHILES. No, it says Federal spend
ing cannot go up more than 1 percent 
over the inflation. 

Mr. PROXMIRE. That is right. 
Mr. CHILES. Prior to the recession in 

1970, we were spending about 20 percent 
of the GNP for Federal expenditures. 
Last year we spent 22 percent. During 
that time, we had some of the highest 
inflation we have ever had. So we had 
high inflation and took in more money, 
as the Senator is pointing out. But we 
still, on top of that, were spending more 
than 20 percent of our GNP for Federal 
expenditures. So it is a double whopper. 

Mr. PROXMIRE. Let me interrupt the 
Senator. You say every one of those years 
you were increasing spending more 
rapidly than three-quarters of 1 percent 
above the inflation rate? 

Mr. CHILES. Yes, sir. We were. 
Mr. PROXMIRE. And that would be 

restricted by the Hart amendment. 
Mr. CHILES. But in any one of those 

years, if we had had an amendment that 
said, "You cannot increase Federal 
spending as a percentage of GNP, but 
you must decrease it," then your Govern
ment spending would have had to go 
down. But it did not. So what we did in 
the past was increase the deficit. 

Mr. PROXMIRE. But the fact is that 
if the Hart amendment had been in effect 
for the last 15 years, you would have had 

a sharp reduction in the spending we 
had. 

Mr. CHILES. And the fact is that had 
the Nunn-Chiles-Bellmon-Roth amend
ment been in effect, you would have had 
a sharper decline. 

Mr. PROXMIRE. I would like to see 
the tables that prove that. I am sure the 
Senator believes that is true, but I think 
it is probably wrong. 

In any event, you would have had a 
sharp reduction with the Hart amend
ment in effect. 

Mr. CHILES. I agree. 
Mr. PROXMIRE. You agree? Thank 

you. 
Mr. CHILES. And the Senator from 

Georgia is right when he says any time 
inflation was leveling off, .then certainly 
holding spending to three-quarters of a 
percent over real growth means you 
would get more restraint in the Hart 
amendment. But any time inflation is 
running rapidly, as it happens to be 
now, you would not, because you could 
have a higher percentage of the GNP 
go for Federal expenditures. It depends 
on how you want to buy your insurance. 
Our set of three constraints together in 
a way that no one constraint can do. 

Mr. PROXMIRE. I would like to ask 
the Senator when, in the last 10 years, 
it would have been realistically effective. 

Mr. CHILES. It would have been real
istically effective in 1970, 1971, 1972, 
1973, 1974, 1975, in 1976, and in 1977. 

Mr. PROXMIRE. I think the Senator 
is wrong in every year except 1974. 

The PRESIDING OFFICER (Mr. 
MATSUNAGA). The Chair will remind the 
Senator from Georgia that this is all out 
of his time. 

Mr. NUNN. The Chair is very consid
erate of the Senator from Georgia in 
giving him that reminder. How much 
time do I have left? 

The PRESIDING OFFICER. The Sen
ator has 44 minutes remaining. 

Mr. NUNN. I would just like to say to 
the Senator from Wisconsin that basic
ally the GNP, if you look at the percent
age of GNP in 1969, it was-well, if you 
look at it in 1966, the percent of Federal 
spending compared to gross national 
product was 18.7 percent. If you look at 
it now, it is 22.5 percent. Over that pe
riod of time it has steadily come up. 
There have been years when it went 
down, about 3 or 4 years in a 12-year 
period when it went down; in the other 
years it went up. The trend is straight 
up. 

Mr. PROXMIRE. But in every one of 
those years, if the Hart amendment had 
been in effect, you would not have had 
that rise; spending would have been at 
that 18 percent level or below it. 

Mr. NUNN. I have already said that if 
we did not have a better alternative I 
would be in favor of the Hart amend
ment. 

Mr. HART. You can have them both. • 
Mr. NUNN. I know the Senator from 

Wisconsin is aiming at a balanced 
budget in 1982. There is nothing in the 
Hart amendment that requires a . bal
anced budget. The Hart amendment does 
provide greater tax cuts, but there is no 
concern for a balanced budget, that is 
why I favor this amendment, and I would 

think the Senator from Wisconsin would 
want a balanced budget also. 

Mr. HART. Mr. President, may I re
spond to the question of the Senator 
from Wisconsin? 

The PRESIDING OFFICER. The Sen
ator from Colorado. 

Mr. HART. The Hart-Church-Prox
mire-Bumpers amendment requires-

Mr. NUNN. We are both claiming the 
Senator from Wisconsin as a cosponsor. 
I am glad to have him on mine also. 

Mr. HART. My amendment has a 
greater reduction in the ratio of Federal 
spending to GNP than does the Nunn 
amendment, year by year. 

Mr. NUNN. That is in the Senator's 
economic projection, not a part of his 
amendment. 

Mr. HART. This change will result 
result ma thematically by lower spending. 
It is the same result as in the Senator's 
amendment, is it not? 

Mr. NUNN. We have it written into our 
amendment. 

Mr. HART. The fact of the matter is 
that the result of passing the Hart 
amendment would reduce the percent of 
GNP which Federal spending occupies at 
a faster rate. That is a fact. 

Mr. NUNN. We have an analysis from 
both the CBO and Chase Econometrics 
Survey. I would disagree with the Sena
tor, but I do not have his analysis. If he 
has that analysis, I would like to have it. 
If he does not have it, there is no way 
I can argue with it as a claim; I do not 
believe he has an analysis to back it up. 

Mr. HART. It is already in the RECORD. 
I submitted it for the RECORD previously. 

Mr. NUNN. If it is in the CONGRESSIONAL 
RECORD, an econometrics analysis-

Mr. HART. It is the computer print
out from the econometric analysis that 
is in the RECORD. 

Mr. BIDEN. Mr. President, this debate 
is a somewhat unusual debate, I think. 
We have the proponents of the so-called 
coalition amendment, of which I am one, 
and the proponents of the Hart amend
ment essentially agreeing that both 
amendments are substantially better 
than anything that the Senate is likely 
to have an opportunity to vote on be
tween now and the end of the session. 
The Senator from Colorado and the Sen
ator from Georgia mentioned that one 
of the dilemmas here appears to be the 
question of pride of authorship. It seems 
to me that the only essential thing is 
that we get an amendment of this con
sequence passed, and that we do it as 
rapidly as we can before we find our
selves in a box that may be produced 
before the evening is over. 

I would like to suggest that the oppo
nents and proponents of the Hart 
amendment yield back their time and we 
vote on it, vote up or down. If that fails, 
then we would move to the so-called 
coalition amendment. 

All the people who have spoken so far 
here tonight are all saying th.at essen:.. 
tially what we must do is we must tie the 
growth of Government to the tax cuts or 
the lack of growth of Government to the 
tax cuts and we need substantial tax 
cuts. 

I have the greatest regard for the Sen
ator from Maine. who is not in the 
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Chamber right now, and I also have tre
mendous regard for the parliamentary 
and intellectual capabilities of the magi
cian from Louisiana, the chairman of the 
full committee. 

While we are all here and we all es
sentially seem to agree to get on with the 
vote in the interest of both the propo
nents of the Hart amendment and the 
proponents of the coalition amendment, 
I suggest maybe we do that and move on 
rapidly before we are foreclosed some
how. 

Mr. NUNN. I agree with the Senator 
from Delaware. 

Mr. MUSKIE. Mr. President, although 
I appreciate the effort that Senator 
HAR'l has put into this amendment I 
must rise in opposition to it. 

Mr. President, the Hart amendment 
was written in a manner consistent with 
the Senate Budget Committee's 5-year 
projections. The Hart amendment would 
provide future tax reductions only if 
Federal spending in future years is 
tightly controlled. For this reason the 
Hart amendment would not fuel inflation 
and would not add substantially to the 
budget deficit. 

In this respect the Hart amendment 
represents a far more responsible ap
proach to multiyear tax cuts than the 
Roth-Kemp proposal. 

The Hart amendment does, however, 
have several flaws. First, the amend
ment would unnecessarily complicate the 
process of putting the budget together 
each year. 

Second, the amendment could force 
tax cuts in a future year when tax reduc
tion might not be appropriate. 

Third, the amendment fails to affect 
the basic source of high spending and 
large budget deficits-congressional deci
sions on individual spending and revenue 
bills. 

Mr. President, the Hart amendment 
would complicate the work of the Budget 
Committee and the Congress because 
revenue reductions could be triggered au
tomatically by outlay changes. That 
would mean that each time the Budget 
Committee or the Congress considered 
a spending program the revenue effect 
of that spending · provision would have 

1980 

Individual income tax cuts: 
Below Finance Committee bill _____ -8 
Finance bill revenues _____________ 496 
Reduced revenues (amendment) __ 488 

Federal outlay reductions: 
1 percent growth over inflation ____ 524 
Second Budget Resolution _________ 536 
Spending cuts (amendment) ______ -12 

Mr. CHILES. Mr. President, this table 
shows that in addition to balancing the 
budget by 1982, we decrease Federal 
spending from 21.5 percent of gross na
tional product in 1979 to 19.5 percent in 
1983. That is the lowest level since 1966. 
That is a clear response to the public de
mand for smaller Government: we take 
less from the private sector and people 
pay $66 billion less in taxes. 

to be considered, because each spending 
program effects the aggregate level of 
outlays, and the aggregate level of out
lays influences the tax reduction under 
the Hart · amendment. 

In fact, under the Hart amendment we 
might not know what the revenue floor 
would be until early or mid-September 
when the House-Senate conferees agree 
on the level of outlays provided in the 
second budget resolution. The full con
sideration of tax legislation would there
fore be blocked until only a few weeks 
before the new fiscal year was to begin. 

My second concern with the Hart 
amendment is that it may result in a 
significant tax cut in a year when a tax 
cut would not be desirable. For example, 
if it appeared next year that the pace of 
the current economic expansion was go
ing to pick up rapidly in 1980, then an 
appropriate fiscal and budgetary policy 
for that year might be to increase outlays 
only as rapidly as the projected inflation 
rate but not to reduce taxes. The Hart 
amendment, however, might require a 
tax reduction in 1980 if outlays, adjusted 
for inflation, are held constant. 

The Hart amendment therefore might 
result in increasing inflationary pressures 
precisely when a budget surplus is re
quired. 

My final concern with the Hart amend
ment is that it addresses the symptoms of 
a budget problem, that is, taxes and 
budget deficits, but it fails to address the 
underlying problem-the need for con
gressional discipline in decisions on spec
ific spending bills. Congress must have 
the fortitude to vote responsibly on each 
spending bill if we hope to achieve the 
goals of budgetary balance and a lighter 
burden. · 

Mr. CHILES. Mr. President, I am 
pleased to be one of the original cospon
sors of the coalition amendment to re
duce Federal taxes and spending and 
achieve a balanced budget by 1982. This 
amendment follows in general the plan 
I offered as an amendment to the Sec
ond Budget Resolution. 

ECONOMIC NEED FOR TAX AND SPENDING 

REDUCTION 

Mr. President, we are out of the re
cession, we have come down from over 

TAX AND SPENDING REDUCTION AMENDMENT 

1981 1982 1983 

9 percent unemployment to less than 6 
percent, so we no longer need big deficits 
to create employment; what we need 
now is to cut back the "temporary" anti
recession spending and move as quickly 
as possible to a balanced budget. 

To reduce 1 to 2 percent of excess 
unemployment, we need business invest
ment and consumer confidence. 

This means we need a firm commit
ment to balance the budget, reduce infla
tion and cut taxes. Our amendment 
provides that commitment. 

Inflation is our biggest problem now
inflation impedes economic growth by 
driving up interest rates and discour
aging investment. Greater certainty and 
stable economic conditions would pro
vide the kind of encouragement people 
need at this point in time. Our amend
ment sets forth a plan for that kind of 
stability. 

ECONOMIC FEASIBILITY OF AMENDMENT 

We asked the Congressional Budget 
Office to run our numbers through their 
economic models, and they told us that if 
we put both spending and taxes by the 
amounts we propose, we will get a bal
anced budget in 1982 without hurting 
either unemployment or inflation. 

To quote a letter from Dr. Alice Rivlin, 
Director of the Congressional Budget 
Office: 

In particular, this analysis shows that the 
revenues you propose would be consistent 
with a balanced Federal budget by 1982 and 
a continuation of the real economic growth 
assumed for the 1979 second budget reso
lution. 

Chase Econometrics goes even further 
and says that by stimulating investment 
we will create an extra 1 million jobs by 
1983. 

In either case, it is clear that we have 
worked out a responsible, feasible com
bination of tax and spending reductions. 

Mr. President, I ask unanimous con
sent that a table showing the effect of 
our amendment on Federal spending, 
taxes and deficit appear in the RECORD 
at this point in my remarks. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 

1980 1981 1982 1983 

Federal deficit (-) or surplus (+): 
-25 -43 -66 Tax & Spending Reduction Amend-
567 638 706 ment ------------------------- -36 -18 +1 +11 
542 597 640 Second Budget Resolution ________ -40 -30 -13 +~ 

Federal outlays as percent of gross 
560 596 634 national product: 
575 623 669 Tax & Spending Reduction Amend-

_______________________ · __ 21. 0 -15 -27 -30 ment 20.5 20.0 19.5 
Second Budget Resolution __________ 21. 2 20.7 20.2 19. 7 

INFLATION AND CONFIDENCE 

Mr. President, the latest polls and 
studies show that there is now more pub
lic concern with inflation than with em
ployment. 

A study commissioned and released by 
the Department of Labor shows that-

The dominant hope the American people 
have for the future of the United States is 
that inflation will be brought under control. 

Inflation is the No. 1 item in that 
study, mentioned by 34 percent of the 
people interviewed, compared to 24 per
cent for employment concerns. 

University of Michigan surveys also 
show, and I quote: 

Fears of inflation are undermining con
sumer confidence. 

It also shows only 9 percent of the peo
ple think Government is doing a good job 
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on economic policy. The relationship is 
clear. People see Congress still in ~reasing 
spending and running big deficits, and 
they see inflation going way up. We have 
got to turn that around. 
BUDGETARY FEASIBILITY OF THE AMENDMENT 

Our amendment sets a responsible level 
of restraint. We allow spending to in
crease realistically at 1 percent a year 
above the amount needed to compensate 
for inflation. 

This is less than the rapid growth ex
perienced during th.e recession, but do.es 
not require massive cutting of major 
programs. 

One percent real growth is necessary 
to cover items like the increasing num
ber of social security recipients and the 
growth built into long-term develop
ment programs like defense and energy. 
However, since the private economy 
will experience about 3.5 percent real 
growth in these years, Government will 
shrink relative to the total economy. 

SPENDING CUTS AND CHOICES REQUIRED 

This level of spending does require real 
restraint by Congress. It would mean 
cutting outlays by $30 billion in 1980 
from the levels projected in the 1979 
budget resolution. This is tight, but it is 
achievable. 

While 75 percent of Federal outlays 
are "uncontrollable" in any one year. 
They can mostly be controlled on a 5-
year basis. So-called uncontrollability 
means that expenditures are locked in 
by contracts signed in a previous year or 
by entitlement legislation. 

If we begin reforming existing pro
grams and avoiding new entitlements, 
we can achieve these goals. 

EXAMPLES OF SPENDING RESTRAINTS 

We need to choose between programs
the Senate Budget Committee success
fully killed a $6 billion "soft" public 
works bill a few weeks ago, because it 
duplicated the CETA program and con
tinued a "temporary" antirecession pro
gram. 

I also offered an amendment to the 
antirecession fiscal assistance bill 2 
weeks ago to cut off $.5 billion a year 
for times when the unemployment rate 
is below 6 percent. That would have 
saved over $2 billion in the years we are 
discussing here. This amendment failed 
on a close vote, but made it possible to 
pass another amendment to save $200 
million a year. 

Mr. President, let me give another ex
ample of how duplicative spending can 
be avoided. Last Friday, in the space of 
2 hours, the Senate first passed an 
amendment to put the tuition tax credit 
into the tax cut bill. This will cost $300 
million in 1979 and $1 billion in 1982. 

The HEW appropriations conference 
next agreed to appropriate $500 million 
to pay for the President's al•ternative to 
the tax credit, and by two votes rejected 
language I offered that would have pre
vented the increased grants only if the 
tax credit becomes law. That program 
will also grow to co.st $1 billion. 

It is that kind of duplication and 
unwillingness to choose between pro
grams that has the American taxpayer 
fed up with Federal spending. I referred 
the grant alternative, but we should not 
have started on both programs at the 
same time. 

Our amendment would put the pres
sure on Congress to make harder choices 
in the future or have to forgo the au
tomatic tax cuts we promise. 

A successful example of spending 
resitraint was an amendment I offered 
with several other Senators to the 
Housing and Community Development 
Act. 

First, my amendment reduced the 
authorization for housing assistance by 
$8 billion, back down to the level of 
the President's budget and the congres
sional budget resolution. 

Second, it eliminated a new cash en
titlement program that would have 
duplicated welfare and food stamps, and 
grown to cost several billion dollars in 
future years. 

Fortunately, the Senate voted in 
favor of our amendment and avoided 
those extra costs. We will have to keep 
up that kind of pressure to meet the 
goal.s of this amendment. 
FEDERAL AID TO STATE AND LOCAL GOVERNMENTS 

Mr. President, aid to State and local 
governments is one of the biggest pres
sures on the Federal Government
mayors and governors come to Wash
ington looking for funds to pay for 
services, while their local residents are 
unwilling to raise taxes. 

Federal aid to State and local govern
ments will be over $82 billion in 1979-
that is over 25 percent of State and local 
spending. 

This aid has grown by $33 billion, or 
66 percent, since the 1975 prerecession 
level of $50 billion. It will increase by $6 
billion or 7.7 percent from 1978 to 1979. 

State and local governments are run
ning a $30 billion surplus, while we have 
a $39 billion Federal deficit. The States 
are buying Treasury bills-they are 
lending the Federal Government money 
so it can give them more fiscal assist
ance. That just doesn't make any sense 
to me. The only person who loses is the 
taxpayer. No wonder there is a tax revolt 
going on. 

Mr. President, all these programs 
have fine goals, but they all cost money. 
What I hear the taxpayers saying is that 
we should limit. And that limit should 
be lower than the share of money going 
for taxes right now. Let us have Federal 
programs for important purposes, both 
defense and domestic programs. But let 
us pick and choose. Let us pare down 
the programs to what will really work. 
Let us stop the waste and stop having 
2., or 3 or 10 programs all trying to do 
the same thing. 

Our amendment does not tie the 
hands of congressional committees to 
decide what to spend for different pro
grams. But it will set a counter pressure 
against spending. It will say you can
not have big spending without giving 
up scheduled tax cuts. We are talking 
about $66 billion of tax cuts by 1983. 
That amounts to $1,000 per taxpayers. 
I hope my colleagues will sign on and 
join this effort to reduce both Federal 
spending and Federal taxes. 

Mr. NUNN. Mr. President, I am con
vinced that substantial reduction in the 
level of Federal taxation is necessary, not 
only because the people of this Nation 
have reached the breaking point in pay
ing taxes to every level of government, 

but also because we must restore a larger 
share of the decisionmaking authority 
regarding expenditures to the private 
sector. Our Nation was built on private 
initiative and private financial decisions, 
and its economic health is being eroded 
by the increasing assumption of these re
sponsibilities by the Federal Government. 

The term "tax cut" is somewhat of a 
misnomer because, absent further action 
by the Congress, American taxpayers will 
experience a large tax increase due to the 
scheduled rise in social security taxes and 
energy taxes combined with the effect of 
inflation on individual income taxes. 
Without tax relief, I fear that these im
pending increases could cause a signifi
cant economic downturn. In other words, 
a continuation of current policy, even 
with the 1979 tax cuts, in my view, will 
carry a grave risk that the reduced pur
chasing power brought about by in
creased taxes and rampant inflation will 
produce a severe recession in the next 
few years. 

There is little doubt that a tax cut is in 
order for fiscal year 1979 and in future 
years. Almost all economists and tax ex
perts agree that stimulus in the form of 
tax reduction is necessary if we are to 
continue balanced economic recovery. 

For these reasons, I supported the Roth 
amendment embodying the provisions of 
the so-called "Roth-Kemp bill." While it 
would have accomplished the laudable 
goal of phasing in the kind of tax cuts 
which the people of this country are 
demanding and which our economy 
needs, it was gambling on the hope that 
the Federal Government would corre
spondingly restrain spending so as to 
avoid increased inflationary pressures. 

I believe that if Roth-Kempt passed, 
the Carter administration and Congress 
would have reduced the growth in Fed

. eral spending to prevent large increases 
in the deficit, but there was no certainty 
in this respect. 

In summary, Iain concerned that the 
positive aspects of a phased-in tax re
duction could be transformed into infla
tionary influences if the Congress and 
the executive branch failed to achieve 
meaningful restraint in the growth of 
Federal spending. This concern has led 
to the development of the amendment 
which we are offering today. 

The bill which the Finance Committee 
has reported to the floor contains tax 
cuts for 1979 and this amendment would 
not alter the work done by the commit
tee. This amendment would, however, go 
further than the committee bill by in
corporating the positive aspects of the 
Roth proposal, which have so eloquently 
been stated by the Senator from Dela
ware, while making constructive altera
tions in that concept in order to address 
the reservations which have been ex
pressed by leading economists. 

Long-term reduction of individual tax 
rates is, in my view, critical to the eco
nomic and social health of this Nation. 
There has been a change in the attitude 
of the American citizen as combined 
taxes have approached confiscatory 
levels. American citizens see an increas
ing percentage of their labors being 
siphoned off to support government at 
every level. 

Enactment of a long-term phased-in 
tax reduction would directly address this 
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condition by informing the taxpayers of 
this Nation that if the growth in Federal 
spending is restrained they will have an 
assured tax cut in each one of a period of 
years. Advanced notice of this kind would 
not only change the economic atmos
phere in this country by reinstituting in
centives for individuals to save, invest, 
and work, but it would also enable the 
businessmen of this Nation to plan their 
investments with some degree of con
fidence that the Federal Government is 
committed to spending and tax restraint. 

We are all aware of the sluggish econ
omy which is projected by most fore
casters over the next few years. There 
can be little doubt that the economic 
benefits of a multiyear tax cut enacted 
now would far exceed those derived from 
our traditional year-by-year piecemeal 
approach. 

The overwhelming majority of econ
omists who have expressed reservations 
regarding the so-called Roth-Kemp 
proposal have mentioned two primary 
concerns: First, the small number of 
years called for in Roth-Kemp for the 
tax cuts, and second, the absence of a 
firm requirement for reductions in Fed
eral spending. 

In drafting this amendment, we have 
phased in total tax reductions over a 
5-year period rather than 3 years. The 
advantages of the phased-in approach 
are retained while reducing the potential 
for overheating the economy. 

This amendment provides specific tax 
tables which would go into effect in each 
of the 5 years addressed by the amend
ment. The significant difference between 
this amendment and the other phased
in tax reduction proposals which have 
been discussed is the application of a 
condition precedent to the implementa
tion of each year's proposed tax reduc
tion. The tax reduction scheduled to be 
implemented in each year covered by this 
amendment would go into effect if Fed
eral spending, as set by the second con
current resolution on the budget does not 
exceed the rate of inflation plus 1 per
cent. 

In practical terms, this means that a 
tax reduction of defined proportions 
would be implemented each year if the 
Federal Government restrained the 
growth in Federal spending below the 
specified level. 

It would not legally mandate a reduc
tion in Federal spending, nor would it 
literally restrict the flexibility of Con
gress to determine spending levels. 

What it would do is say to Congress 
and the executive branch, "If we want 
to provide a tax reduction to the people 
of this country over the next 5 years, we 
must be fiscally responsible in the way we 
spend." 

For the first time in our history, the 
taxpayers of this country would have a 
specific, direct, and measurable interest 
in Federal fiscal responsibility. No spend
ing restraint would mean no tax cut. In 
my judgment, this proposal puts the 
horse before the cart-if we are to im
prove the health of America's economy in 
a resp0nsible fashion, we must be assured 
that the growth in Federal spending will 
be restrained before a tax cut can go 
into effect. The people of this country 
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want tax relief-there can be little ques
tion about that fact. However, I do not 
believe that they would welcome tax re
ductions at the expense of increased in
flation, continued deficits, anc: profligate 
Government spending. 

In my view, one of the most important 
aspects of this amendment would be its 
psychological effect throughout this Na
tion if it becomes law. Employees and 
employers understandably pay very little 
attention to pleas from Washington t.o 
restrain prices and wages when Wash
ington continues to demonstrate an un
willingness to restrain itself. 

Mr. President, if this proposal becomes 
the law of the land, for the first time in 
many years the President and the Con
gress will be able to say to the American 
people: 

We are leaders in the fight against infla
tion. We are reducing federal taxes and the 
growth in federal spending. You will keep 
more of your own money each year for the 
next five years. Let's a.11 work together a.s 
Americans in the fight against inflation while 
providing at the same time a healthy econ
omy with reduced unemployment. 

Mr. President, I urge my colleagues 
to adopt this amendment and thereby 
send a clear signal to our Nation that for 
the first time Congress is willing to plan 
its spending and its taxing on a long
term basis. 

Mr. ROTH. Mr. President, the Nunn
Chiles-Bellmon-Roth amendment will 
give the Senate the opportunity to vote 
for what the American people want
lower taxes, less Government spending, 
and a balanced Federal budget. 

This amendment uses the carrot-and
stick approach, holding out the pros
pects of tax cuts if Federal spending is 
reduced. 

The amendment establishes the prin
ciple of across-the-board tax rate re
ductions, phased in over a · number of 
years, that I have been fighting for. 

While the amendment does not go as 
far as I would like, its adoption would 
be a major step in the right direction. 

This amendment will provide substan- . 
tial tax cuts for all Americans over the 
next few years. 

It will provide a powerful incentive 
for Congress to reduce the growth of 
Federal spending. 

The amendment will give those who 
voted against Roth-Kemp the oppor
tunity to vote for lower taxes and lower 
Federal spending. 

Roth-Kemp would have put pressure 
on Congress to hold down Federal 
spending. 

Mr. BIDEN. Mr. President, I rise to 
support the amendment of the distin
guished Senator from Georgia which I 
am cosponsoring with him. This amend
ment represents a new and imaginative 
approach to our fiscal and economic 
problems. 

The amendment proposes to add 4 
more years of tax cuts to those for 1979 
already in this tax bill. However, in each 
year the tax cut is contingent upon 
holding the real growth in the Federal 
budget to 1 percent or less. In addition, 
Federal spending must decline each year 
from 21.5 percent of the gross national 
product to 19.5 percent if the tax re
ductions are to take place. Finally in 

1982 the reduction will not occur unless 
the Federal budget is balanced. 

The bill calls for tax rate reductions 
of 5 percent a year through 1983. By 
1983 this would mean reduction in taxes 
of $66 billion below those proposed in 
the Finance Comittee bill. 

I have supported and voted for a large, 
multiyear tax cut. In so doing, I have 
stated my conviction that such a large 
tax cut must be accompanied by large 
spending cuts. This bill accomplishes 
that. If spending is restricted to 1 per
cent real growth, spending in 1983 will 
be about $30 billion less than it might 
otherwise be. 

In the report of the Budget Committee 
on the second budget resolution I stated 
my skepticism that a tax cut would auto
matically result in spending reductions. 
A tax cut may put some pressure on 
spending. But it will not automatically 
lower it. The provision in this amend
ment suspending tax cuts will not auto
matically cut spending. But it will in
crease the pressure tremendously. 

My other concern about a large tax cut 
is that it might be inflationary. Because 
spending will be cut also, this tax cut 
will have no perceptible effect on infla
tion. Chase Econometric Associates has 
tested this program of tax and spending 
cuts and has confirmed the lack of in
flationary effect. What is more, as a 
bonus, Chase estimates the stimulative 
effect of the proposal will result in a gain 
of one million workers by 1983. 

Mr. President, this is a most worth
while amendment. It can help us to put 
our economic house in order. 

Mr. BELLMON. I am in wholehearted 
support of this amendment. The multi
year tax cut it is capable of achieving and 
the downward pressure it places on Fed
eral spending are both welcome prospects 
to the American taxpayer. 

This amendment would accept the tax 
cuts already proposed by the Finance 
Committee's bill as amended for fiscal 
year 1979. That is a sizable and well de
signed cut and I congratulate the Finance 
Committee for proposing it. Our amend
ment woUld provide for 4 succeeding 
years of tax relief-totaling a 26 percent 
across-the-board rate reduction by 1983, 
an average of 5 percent per year. This tax 
relief to the American taxpayer would be 
forthcoming only if Congress and its rel
evant spending jurisdictions exercised 
fiscal restraint over that time period, 
however. Congress must: 

First. Hold outlays to no more than a 1 
percentage point rate of growth above 
the Nation's rate of inflation, 

Second. Reduce the relative size of the 
Federal sector to 19.5 percent in succes
sive steps by 1983 from its present 21.5 
percent level, and, 

Third. Provide a balanced budget by 
fiscal year 1982. 

Mr. President, we all know that every 
program has a constituency-some ben
eficiaries. But it is often difficult to hear 
the voice of the taxpayer above the 
shouts of the special intnests. This 
amendment would necessarily solidify a 
new constituency and make the urgency 
of a balanced budget, a reduced Federal 
sector and tax relief more immediate to 
us all. 
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When I was Governor of Oklahoma we, 
like many other States passed a law re
quiring our budget <except for capital 
improvement items) to be balanced each 
year. It worked. I came to Washington 
10 years ago hopeful that we could do the 
same here. I was, and still am, convinced 
that constant yearly deficits erode fiscal 
discipline and promote inefficient and in
flationary Government activities. Simi
larly they force the Federal Reserve Sys-

. tern into the dilemma of having to ex
pand the Nation's money supply with its 
inflationary consequences. 

The . budget has been balanced only 
twice in the last 20 years (1960 and 1969). 
Cumulative deficits total $311.7 billion 
over that time period while surpluses 
amount to only $3.5 billion. Whether or 
not the deficit was needed on a yearly 
basis at the time, it is inflationary for the 
Treasury and Federal Reserve to have to 
refinance such stagger!ng amounts of 
debt. 

Mr. President, the difficulty of the task 
of budget balancing has been made very 
clear in my 4-year tenure on the Budget 
Committee. There are many upside pres
sures on the Federal Budget-programs 
develop constituencies and though every
one talks as if they want a balanced 
budget no one is willing to sacrifice the 
programs in which they have a special 
interest. 

This amendment brings forth a new 
constituency. It provides a carrot and a 
stick-unless budgetary restraint and 
fiscal discipline are forthcoming on 
everyone's part a tax cut will not be in 
order. 

I am convinced that this device does no 
damage to the budget process and our 
ability to plan. In fact, it imposes a 5-
year planning horizon on the revenue 
side as upon Congress and the budget 
process has already attempted to do on 
the spending side. The program is bold 
but, by no means, radical. It is similar to 
many already on the books: 

Social security tax increases are sched
uled for the next few years-a multiyear 
tax increase. 

Increases in minimum wage are sched
uled in a multiyear nature. 

Countercyclical revenue sharing and 
other programs are triggered by unem
ployment rates just as this tax cut is 
triggered by reductions in the rate of 
growth of spending-and that, Mr. Presi
dent, is something the Congress has 
much more control over than 
unemployment. 

I would stress that it is not the Budget 
Committee that must find appropriate 
places to make reductions in the rate of 
growth of spending, but Congress as a 
whole. Appropriate committees with 
spending jurisdiction are the ones who 
must exercise restraint if the American 
public is to receive their taxpayer's divi
dend-that is annual tax cuts over the 
next 5 years and a balanced Federal 
Budget by 1982. 

I can also list many reasons as to why 
I favor a tax cut of this multiyear type: 

Fi:st, the economic recovery may be 
slowmg. Recent economic data such as 
leading economic indicators. manufac
turing orders. and balance-of-trade def
icit support this prospect. While the 
Budget Committee projects a growth rate 

of real GNP of 4 percent in 1979, the 
consensus forecast is for a growth rate 
around 3.1 percent-not fast enough to 
reduce the unemployment rate below its 
present level. 

In the absence of a tax cut, there are 
likely to be increasing pressures on the 
financial side of our economy which make 
the chances of significant economic 
weakness and rising unemployment much 
greater. If that economic weakness and 
rising unemployment occur next year, 
then the recent fl.seal restraint .which we 
have seen will likely dissolve and some 
form of new short-term spending stim
ulus will be adopted by Congress. If that 
occurs, we will reduce the probability of 
achieving a balanced budget. 

Second, without additional tax cuts, 
real after-tax income will faU over the 
next few years due to inflation and other 
actions. Inflation rates estimated at 6.7 
percent for the ·next 3 years will cause 
real t ·ax increases of $13-$14 billion per 
year because of the progressivity of the 
individual income tax. Charles Schultze 
has indicated that the administration 
now believes the rate of inflation may be 
closer to 8 percent in 1979 in wnich case 
the drain on income would be even 
greater. 

Increases in social security contribu
tions due to increases in the benefit base 
will amount to $9.8 billion in 1979 and 
increased payment due to tax rate in
creases will amount to $3 billion in 
1979. The increased burden of corporate 
taxes due to the overstatement of cor
porate profits under historic cost depre
ciation methods will amount to about $4 
billion. Economic growth and capital for
mation are further encumbered by new 
environmental and safety restrictions. 
minimum wage laws and other forms of 
regulation. Large tax cuts will be re
quired to get the taxpayer back toward 
the average tax burden of the last two 
decades. The average personal in.com~ 
tax rate in 1964, for example, was 10.5 
percent. That burden has risen to an es
timated 11 percent in 1978, and will 
grow under current law to about 15 per
cent by 1983 unless tax relief is granted. 

Third, this tax · cut and reduced Fed
eral borrowing will help capital f orma
tion and thus reduce future inflationary 
pressure. One of the ma ior problems, fac
ing the economv is the lack of a level of 
capital formation which will provide for 
future capacity and expand job oppor
t,unities. The 5-year tax reduction put 
into place now and which taxpavers can 
count upon would stimulate capital for
mation in the United States. Over the 
last 10 years new capital formation in the 
United States have averaged 2.7 percent 
annually-the lowest of all industrialized 
countries. Even Great Britajn added new 
capital at an average annual rate of 3.6 
percent over the same period. It is ob
vious that a large and predictable tax re
duction would increase the rate of return 
on capital. 

Fourth, the tax cut coupled with 
spending restraint is not inflationary. If 
one maintains that the current policy 
level of expenditures shown in the 5-year 
proiections during the budget markup 
will or should occur. that is. allowing a 
$200 billion growth" in s~nding over the 
next 5 years. then and only then. ·are tax 

cuts in combination with that level of 
spending, ibflationary. 

This amendment would have us ap
proach fiscal Policy decisions. in a dif
ferent way. At present, tnere is a tend
ency to. set expenditures levels first, and 
then to look at the possibility of reduc
ing taxes only after those spending de
cisions have been made. This amend
ment would reverse that procedure. We 
would start by deciding how much of our 
national income should be allocated to 
the Government sector and then ex
penditure levels would be adjusted to 
conform to that revenue. 
· Mr. NUNN. I will speak on my time. I 
will ask the Senator from Louisiana if he 
is prepared to vote on this amendment. 
I will ask the Senator from Okl~oma 
and the senior Senator from Delaware if 
they are prepared to vote on this amend
ment. 

Mr. BELLMON. To vote on the amend
ment of the Senator from Colorado? 

Mr. NUNN. Yes. 
Mr. BELLMON. We have no objection 

to proceeding. · 
Mr. HART. Mr. President, I would like 

to suggest to the Senator from Georgia 
that I take 2 minutes and summarize my 
proposal and he take 2 minutes to sum
marize his and then we have back-to
back votes on the amendments. I ask 
for the yeas and nays on mv amendment. 

The PRESIDING-OFFICER. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. NUNN. Mr. President, I also ask 

unanimous consent that it would be in 
order to get the yeas and nays on the 
Nunn amendment to follow right after 
that. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. NUNN. I ask for the yeas and nays. 
The PRESIDING OFFICER. Is there 

a sufficient second? There is a sufficient 
second. · 

The yeas and nays were ordered. 
Mr. LONG. Mr. President, I suspect 

the Senate would want us to take one of 
these two amendments to conference. 
Between the two it" sounds to me as 
though the coalition amendment spon
sored by Mr. NUNN has been more 
thoroughly worked out"and would give us 
a better promise of a balanced budget, 
which means more cuts in spending, and 
assure us a balanced budget in the text 
of the bill itself. That being the case, Mr. 
President, between the two I would hope . 
that the Senate would not agree to the 
Hart amendment. I personally would 
certainly be willing to go along with the 
Nunn amendment and see what we can 
work out in conference. 

Mr. EIDEN. Mr. President, I suspect 
we are about to agree to back-to-back 
votes. I was saving my would-be elo
quence for the debate on the Nunn 
amendment. 

Mr. NUNN. Mr. President, I ask unan
imous consent that we have back-to-back 
votes on both amendments, unless some
one objects. 

The PRESIDING OFFICER. If; there 
objection? The Chair hears none. With
out objection, it is so ordered. 

Does the Senator from Colorado seek 
recognition? 
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Mr. HART. Yes. I yield to the senator 

from Missouri. 
Mr. DANFORTH. Mr. President, after 

disposing of the Nunn amendment, I ask 
unanimous consent that it be in order 
to call up my amendment No. 4055. 

Mr. HEINZ. Mr. President, reserving 
the right to object--

The PRESIDING OFFICER. There is a 
previous order for Senator BAYH to be 
recognized. Does the Senator seek recog
nition before Senator BAYH? 

Mr. DANFORTH. I ask unanimous 
consent that I be recognized immediately 
after Senator BAYH. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. KENNEDY. Objection, Mr. Presi
dent. If the Chair will look on the list, 
I am prepared to play whatever are the 
rules of the game, -but I am on the list 
after Senator BAYH. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. GOLDWATER. Reserving the right 
to object--

Mr. KENNEDY. Obiection. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. LONG. Mr. President, in view of 

the fact that we are going to have back
to-back votes, I ask unanimous consent 
that the second vote be a 10-minute roll
call vote. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. NUNN. I did not hear the request. 
Mr. LONG. In view of the fact that 

they will be back-to-back votes, that the 
second one be a 10-minute rollcall vote. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOLE. Mr. President, I ask unani
mous consent that I be added as a co
sponsor to the Nunn amendment and 
that my remarks be printed at the ap
propriate place in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HEINZ. Mr. President, I ask unani
mous consent that my name be added as 
a cosponsor of the Nunn amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. NUNN. Mr. President. I ask unani
mous consent that the Senator from 
Idaho <Mr. CHURCH) and the Senator 
from Louisiana <Mr. JOHNSTON) be added 
as a cosponsor to the Nunn amendment, 
as well as the Senator from Utah (Mr. 
HATCH). 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that I be added as a 
cosponsor to the Nunn amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from Colorado. 
Mr. HART. Mr. President, I would like 

to take a few minutes to summarize my 
amendment. It is the first time that the 
Senate will have the opportunity to vote 
on a proposal which attempts to con
dition tax cuts on meeting levels or con
trols on Government soending. That will 
be the first vote that the Senators cast. 
The difference between that first amend-

ment and the second are very minor. 
As the sponsor of the first amendment 
I have offered to accommodate those 
changes. Unfortunately, that offer was 
not accepted. I am hopeful that Senators 
realize in casting their first vote they are 
voting essentially on about 90 percent of 
the amendment which they will be vot
ing upon second. 

The principle is the same; the means 
of accomplishing it are different only in 
minor degree. I urge Senators to sup
port the Hart amendments as the first 
opportunity to register their support for 
controls on Government spending and 
fiscal stimulation simultaneously. 

Mr. NUNN. Mr. President, I shall take 
just a brief moment. Again, the differ
ence between the Nunn-Chiles-Bellmon
Roth coalition here, and I refer to it as 
the coalition amendment, and the Hart 
amendment is basically that the coali
tion amendment has a balanced budget 
constraint in fiscal year 1982; the Hart 
amendment has no such constraint. 

The coalition amendment also speci
fies a spending restraint as a percentage 
of the gross national product. The coa
lition constrains also overall expendi
tures to 1 percent above inflation. 

Mr. President, I think everyone who 
has heard this debate realizes that there 
is a very strong consensus in the U.S. 
Senate to move in a direction of re
straining spending and also cutting 
taxes. I believe that if the coalition 
amendment passes, it will be a very im
portant psychological breakthrough. It 
will be a change of direction. It will be 
the first time that I know of that the 
American public will have a direct 
measurable stake in restraint of Govern
ment spending. 

It will also be, I think, a breakthrough 
in trying to do something about inflation. 
We do not claim that our amendment 
will control inflation. What it will do is 
provide for continued growth, more 
money in the private sector, as opposed 
to the Government sector. It will pro
vide a very large tax cut over a period 
of years; and it will do so without in
creasing inflation. I do believe it will 
also have an effect on inflation, although 
it will not be measured through an eco
nomic model. It will have a psychological 
effect. 

Employers and employees throughout 
the country today are understandably 
reluctant to take the lead from Wash
ington in controlling voluntarily wages 
and prices. But if, for the first time, the 
Federal Government shows that it can 
restrain taxes and restrain spending, we 
shall then be in a position of moral 
leadership to ask the rest of the coun
try-the private sector employers and 
employees-to restrain prices and wages. 
I believe everyone should vote for this 
long-term approach in terms of a long
range plan for restraining spending and 
restraining taxes. 

I also want to remind everyone that 
to get to a vote on the coalition amend
ment, the Hart amendment will have to 
be defeated. So the coalition vote will 
be "nay" to the Hart amendment and 
"aye" on the second vote, which will 
follow immediately thereafter. 

Mr. NELSON. Will the senator yield 
for a question? 

Mr. NUNN. I am not sure I have more 
time. 

AMENDMENT 4084 

The PRESIDING OFFICER. The 
Chair reminds the Senator from Georgia 
that, although debate has continued to 
take place on his amendment, he has not 
yet called it up. The Chair suggests that 
he now call his amendment No. 4084 up, 
because it will be voted on back to back 
with senator HART'S amendment. 

Mr. NUNN. Mr. President, I do call 
up my amendment to be voted on im
mediately after the Hart amendment. I 
ask unanimous consent that it be voted 
on after the Hart amendment. 

The PRESIDING OFFICER. The 
order has been entered. It merely has not 
been reported. 

Mr. NUNN. I ask that the clerk state 
the amendment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

The Senator from Georgia. (Mr. NtrNN), 
for himself and others, proposes a.n amend
ment numbered 4084; 

On page 130, between lines 21 and 22 in
sert the following: 
PART 1-1979 ~EDUCTIONS AND EXTENSIONS 

On page 159, between lines 15 and 16, in
sert the following: 

PART 2-ADDITIONAL REDUCTIONS 
SEC. 109 ADDITIONAL REDUCTIONS IN RATES, 

(a.) IN GENERAL.-Section 1 (relating to 
ta.x imposed) is a.mended by striking out 
subsections (a), (b). (c), and (d) and in
serting in lieu thereof the following: 

"(a) GENERAL RULE.-There is hereby im
posed on the taxable income, for the tax
a.ble years beginning in the calendar years 
specified in subsection (b) (2), of every-

" (1) married individual (as defined in 
section 143) who makes a single return 
jointly with his spouse under section 6013, 
and every surviving spouse (as defined in 
section 2 (a) ) , a tax determined under the 
applicable schedule for the taxable year, 

"(2) head of a household (a.s defined in 
section 2 (b) ) , a tax determined under the 
a.pplicable schedule for the taxable year, 

"(3) every individual (other than a. sur
viving spouse as defined in section 2(a.) or 
the head of a. household as defined in sec
tion 2 (b) ) who is not a married individual 
(as defined in section 143) a. tax determined 
under the a.pplicable schedule for the tax
able year, and 

"(4) a married individual (as defined in 
section 143) who does not make a. single re
turn jointly with his spouse under section 
6013 a tax equal to one-half the tax which 
would be determined for an individual de
scribed in paragraph (1) with the sa.me tax
a.ble income. 

"(b) APPLICABLE SCHEDULES.-
" ( 1) .APPLICATION OF SCHEDULES TO INDIVID· 

uALs.-For purposes of subsection (a.) the 
applicable schedule for-

" (A) individuals described in subsection 
(a) (1) is schedule 2, 

"(B) individuals described in subsection 
(a) (2) is schedule 3, and 

"(C) individuals described in subsection 
(a) (3) is schedule 1. 

"(2) APPLICATION OF SCHEDULES TO TAXABLE 
YEARS.-

"(A) CALENDAR YEAR 1980.-The schedules 
in effect for taxable years beginning in 1980 
are a.s follows: 
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"Schedule 1 

"I! the taxable in- The tax ts the a.mount 
come is over the in the left-hand col-
a.mount in the umn plus a. percent-
left-ha.nd col- age (as shown) 
umn but not over the a.mount of 
over the a.mount the taxable income 
in the right- shown in the right-
ha.nd column: hand column: 

$2,300- $3,400 __ 
$3,400- $4,400 __ 
$4,400- $6,500 __ 
$6,500- $8,500 __ 
$8,500- $10,800 __ 

$10,800- $12,900 __ 
$12,900- $15,000 __ 
$15,000- $18,200 __ 
$18,200- $23,500 __ 
$23,500- $28,800 __ 
$28,800- $34,100 __ 
$34,100- $41,500 __ 
$41,500- $55,300 __ 
$55,300- $81,800 __ 
$81,800-$108 ,3 oo __ 

$108,300 ----------

$0+12.3% 
$136+13.3% 
$269+15.2% 
$588+19.0% 
$968+20.9% 

$1,449+22.8% 
$1,928+24.7% 
$2,446+28.5% 
$3,358+32.3% 
$5,070+37.0% 

· $7,034+41.8% 
$9,249+46.5% 

$12,694+52.2% 
$19,904 + 59.8 % 
$35, 765 + 64.6 % 
$52,884 + 66.5 % 

"Schedule 2 
$3,400- $5,500__ $0+12.3% 
$5,500- $7,600_ _ $259 + 13.3 % 
$7,600- $11,900__ $539+15.2% 

$11,900- $16,000__ $1,192+19.9% 
$16,000- $20,200__ $2,010+23.7% 
$20,200- $24,600__ $3,008+27.6% 
$24,600- $29,900__ $4,220+30.4% 
$29,900- $35,200__ $5,831 +36.1 % 
$35,200- $45,800__ $7,744+40.8% 
$45,800- $60,000__ $12,074+46.5% 
$60,000.:.. $85,600 __ $18,685+51.3% 
$85,600-$109,400__ $31,817 +66.0% 

$109,400-$162,400__ $45,157 +60.8% 
$1·62,400-$216,400__ $77,381 +64.6% 
$215,400 ---------- $111,619+66.5% 

"Schedule 3 

$3,000- $5,100__ $0+12.3% 
$6,100- $7,200__ $259+13.3% 
$7,200- $9,400__ $539+15.2% 
$9,400- $12,500__ $873+20.9% 

$12,500- $15,700__ $1,521+22.8% 
$15,700- $18,900__ $2,251+25.6% 
$18,900- $24,200_ _ $3,071 + 29.4 % 
$24,200- $29,500_ _ $4,632 + 34.2 % 
$29,500- $34,800__ $6,445 + 39.9 % 
$34,800- $45,400__ $8,559+43.7% 
$45,400- $61,300__ $13,192+51.3% 
$61,300- $82,500..:_ $21,348+56.0% 
$82,500-$109,000__ $33,231 + 59.8 % 

$109,000-$162,000 __ $49,091+64.6% 
$162,000 ---------- $83,329+66.5% 

$2,300 
$3,400 
$4,400 
$6,500 
$8,500 

$10,800 
$12,900 
$15,000 
$18,200 
$23,500 
$28,800 
$34,100 
$41,500 
$55,300 
$81,800 

$108,300 

$3,400 
$5,500 
$7,600 

$11,900 
$16,000 
$20,200 
$24,600 
$29,900 
$35,200 
$45,800 
$60,000 
$85,600 

$109,400 
$162,400 
$215,400 

$3,000 
$5,100 
$7,200 
$9,400 

$12,500 
$15,700 
$18,900 
$24,200 
$29,500 
$34,800 
$45,400 
$61,300 
$82,500 

$109,000 
$162,000 

"(B) CALENDAR YEAR 1981.-The schedules 
in effect for taxable years beginning in 1981 
are as follows: 

"Schedule 1 
"If the taxable in

come is over the 
amount in the 
left-hand col
umn but not 
over the amount 
in the right
hand column: 
$2,300- $3,400 __ 
$3,400- $4,400 __ 
$4,400- $6,500 __ 
$6,500- $8,500 .• 
$8,500- $10,800 __ 

$10,800- $12,900 __ 
$12,900- $15,ooo __ 
$15,000- $18,200-
$18,200- $23,500 __ 
$23,500- $28,800 __ 
$28,800- $34,100 __ 
$34,100- $41,500 __ 
$41,500- $55,300 __ 
$55,300- $81.800 __ 
$81,8-00-$108,300 __ 

$108,300 ----------

The tax is the a.mount 
in the left-hand col
umn plus a percent
age (as shown) 
over the amount of 
the taxable income 
shown in the right
hand column: 
$0+11.6% $2,300 

$127 + 12.5 % $3,400 
$252 + 14.2 % $4,400 
$561 + 17 .8 % $6,500 
$907 + 19.6 % $8,500 

$1,357 +21.4% $10,800 
$1,806+23.1% $12,900 
$2,292 +26.7% $15,000 
$3,146+30.3% $18,200 
$4,750+34.7% $23,500 
$6 ,590 + 39 .2 % $28,800 
$8,665+43.6% $34,100 

$11,892 +48.9 % $41,500 
$18,647 +56.1 % $55,300 
$33,506+60.5% $81,800 
$49,544+62.3% $108,300 

"Schedule 2 
$3 ,400- $5,500_ _ $0 + 11.6 % 
$5,500- $7,600__ $243+12.5% 
$7,600- $11,900__ $505+14.2% 

$11,900- $16,000__ $1,117+18.7% 
$16,000- $20,200__ $1,883 + 22.2 % 
$20,200- $24,600__ $2,818+25.8% 
$24,600- $29,900__ $3,953+28.5% 
$29,900- $35,200__ $5,463+33.8% 
$35,200- $45,800__ $7,255+38.3% 
$45,800- $60,000__ $11,312+43.6% 
$60,000- $85,600__ $17,505+48.l % 
$85,600-$109,400__ $29,808+52.5% 

$109,400-$162,400__ $42,305 + 57 .0 % 
$162,400-$215,400_ _ $72,494 + 60.5 % 
$215,400 ---------- $104,570+62.3% 

"Schedule 3 

$3,000- $5,100__ $0+11.6% 
$5,100- $7,200__ $243+12.5% 
$7,200- $9,400__ $505+14.2% 
$9,400- $12,500__ $818+19.6% 

$12,500- $15,700__ $1,425+21.4% 
$15,700- $18,900__ $2,108+24.0% 
$18,900- $24,200 __ . $2,877+27.6% 
$24,200- $29,500__ $4,340+32.0% 
$29,500- $34,800__ $6,038+37.4% 
$34,800- $45,400_ _ $8,019 + 40.9 % 
$45,400- $61,300__ $12,359 +48.1 % 
$61,300- $82,500__ $20,000+52.5% 
$82,500-$109,000 __ $31,132+56.1 % 

$109,000-$162,000__ $45,991 +60.5 % 
$162,000 ---------- $78,066+62.3 % 

$3,400 
$5,500 
$7,600 

$11,900 
$16,000 
$20,200 
$24,600 
$29,900 
$35,200 
$45,800 
$60,000 
$85,600 

$109,400 
$162,400 
$215,400 

$3,000 
$5,100 
$7,200 
$9,400 

$12,500 
$15,700 
$18,900 
$24,200 
$29,500 
$34,800 
$45,400 
$61,300 
$82,500 

$109,000 
$162,000 

"(C) CALENDAR YEAR 1982.-The schedules 
in effect for taxable years beginning in 1982 
a.re as follows: 

"Schedule 1 

"If the taxable in- The tax is the a.mount 
come is over the in the left-hand col-
a.mount in the umn plus a. percent-
left-hand col- age (as shown) 
umn but not over the amount of 
over the amount the taxable income 
in the right- shown in the right-
hand column: hand column: 

$2,300- $3,400 __ 
$3,400- $4,400 __ 
$4,400- $6,500 __ 
$6,500- $8,500 __ 
$8,500- $10,800 __ 

$10,800- $12,900 __ 
$12,900- $15,000 __ 
$15,000- $18,200 __ 
$18,200- $23,500 __ 
$23,500- $28,800 __ 
$28,800- $34,100 __ 
$34,100- $41,500 __ 
$41,500- $56,300 __ 
$55,300- $81,800 __ 
$81,800-$108,300 __ 

$108,300 ----------

$0+11.2% 
$123+12.0% 
$243+13.8 % 
$532+17.2 % 
$876+18.9 % 

$1,311 +20.6% 
$1,745+22.4% 
$2,214 +25.8 % 
$30,40+29.2% 
$4,590+33.5% 
$6,367 + 37 .8 % 
$8,373+42.1 % 

$11,491+47.3% 
$180,19+54.2 % 
$32,376+58.5% 
$47,874+60.2% 

"Schedule 2 
$3,400- $5,600__ $0+11.2% 
$5,500- $7,600__ $235+12.0% 
$7,600- $11,900__ $488+13.8% 

$11,900- $16,000__ $1,079 + 18.1 % 
$16,000- $20,200__ $1,820+21.5% 
$20,200- $24,600__ $2,723+24.0% 
$24,600- $29,900~- $3,820+27.5% 
$29,900- $35,200__ $5,279+32.7% 
$35,200- $45,800__ $7,011+37.0% 
$45,800- $60,000__ $10,931 +42.1 % 
$60,000- $86,600__ $16,914+46.4% 
$85,600-$109,400__ $28,803+50.7% 

$109,400-$162,400__ $40,879+55.0% 
$162,400-$215,400__ $70,050 + 58.5 % 
$215,400 ---------- $101,045+60.2% 

"Schedule 3 
$3,000- $5,100__ $0+11.2% 
$5,100- $7,200__ $235+12.0% 
$7,200- $9,400__ $488+13.8% 
$9,400- $12,50()__ $790+18.9% 

$12,500- $15,700__ $1,377+20.6% 
$15,700- $18,900__ $2,037+23.2% 
$18,900- $24,200__ $2,780+26.7% 
$24,200- $29,500_"'.' $4,193+31.0% 

$2,300 
$3,400 
$4,400 
$6,500 
$8,500 

$10,800 
$12,900 
$15,000 
$18.200 
$23,500 
$28,800 
$34,100 
$41,500 
$55,300 
$81,800 

$108,300 

$3,400 
$5,500 
$7,600 

$11,900 
$16,000 
$20,200 
$24,600 
$29,900 
$35,200 
$45,800 
$60,000 
$85,600 

$109,400 
$162,400 
$215,400 

$3,000 
$5,100 
$7,200 
$9,400 

$12,500 
$15,700 
$18,900 
$24,200 

$29,500- $34,800 __ 
$34,800- $45,400 __ 
$45,400- $61,300 __ 
$61,300- $82,500 __ 
$82,500-$109,0QO __ 

$109,000-$162,000 __ 
$162,000 ----------

$5,834 +36.1 % $29,500 
$7,749+39.6% $34,800 

$11,942+46.4% $45,400 
$19,326+50.7% $61,300 
$30,083 + 54.2 % $82,500 
$44,440+58.5% $109,000 
$75,435 +60.2 % $162,ooo 

"(D) CALENDAR YEAR 1983.-The schedules 
in effect for taxable yea.rs beginning in 1983 
are as follows: 

"Schedule 1 
"If the taxable in- The tax is the a.mount 

come is over the in the left-hand col-
a.mount in the umn plus a. percent-
left-ha.nd col- ta.ge (as shown) 
umn but not over the amount of 
over the a.mount the taxable income 
in the right- shown in the right-
ha.nd column: hand column: 
$2,300- $3,400. -
$3,400- $4,400 __ 
$4,400- $6,500 __ 
$6,500- $8,500 __ 
$8,500- $10,800 __ 

$10,800- $12,900 __ 
$12,900- $15,000 __ 
$15,000- $18,200 __ 
$18,200- $23,500. -
$23,500- $28,800 __ 
$28,800- $34,100 __ 
$34,100- $41,500 __ 
$41,500- $55,3()() __ 
$55,300- $81,800 __ 
$81,800-$108,300 __ 

$108,300 ----------

$0+10.7% 
$117+11 .5 % 
$232+13.1 % 
$508+16.4 % 
$836+18.0 % 

$1,250+19.7 % 
$1,664+21.3 % 
$2,111+24.6% 
$2,899+27.9 % 
$4,376+32.0% 
$6,071 + 36.1 % 
$7,984+40.2 % 

$10,957 +45.1 % 
$17,181+51.7 % 
$30,871+55.8 % 
$45,647+57.4% 

"Schedule 2 

$2,300 
$3,400 
$4,400 
$6,500 
$8,500 

$10,800 
$12,900 
$15,000 
$18,200 
$23,500 
$28,800 
$34,100 
$41,500 
$55,300 
$81,800 

$108,300 

$3,400- $5,500__ $0+10.7% $3,400 
$5,500- $7,600__ $224+11.5 % $5,500 
$7,600- $11,900__ $465+ 13.1 % $7,600 

$11,900- $16,000__ $1,029+17.2 % $11,900 
$16,000- $20,200__ $1,735+20.5 % $16,000 
$20,200- $24,600__ $2,596+23.8 % $20,200 
$24,600- $29,900__ $3,642+26.2 % $24,600 
$29,900- $36,200__ $5,033+31.2% $29,900 
$35,200- $45,800__ $6,685+35.3 % $35,200 
$45,800- $60,000__ $10,422+40.2% $45,800 
$60,000- $85,600__ $16,128+44.3% $60,000 
$85,600-$109,400__ $271463+48.4% $85,600 

$109,400-$162,400__ $38,978+52.6% $109,400 
$162,400-$215,400__ $66,792+55.8% $162,400 
$215,400 ---------- $96,345+57.4% $215,400 

"Schedule 3 
$3,000- $5,100__ $0+10.7% 
$5,100- $7,200__ $224+ 11.5% 
$7,200- $9,400__ $465+13.1% 
$9,400- $12,500__ $754+18.0% 

$12,500- $15,700__ $1,313+19.7% 
$15,700- $18,900__ $1,943+22.1 % 
$18,900- $24,200__ $2,651+26.4% 
$24,200- $29,500__ $3,998+29.5% 
$29,500- $34,800__ $5,563+34.4% 
$34,800- $45,400__ $7,388+37.7% 
$45,400- $61,300 __ $11,387+44.3% 
$61,300- $82,500 __ $18,427+48.4% 
$82,500-$109,000__ $28,684+51.7% 

$109,000-$162,000 __ . $42,373 + 56.8 % 
$162,000 ---------- $71,926+57.4% 

$3,000 
$5,100 
$7,200 
$9,400 

$12,500 
$15,700 
$18,900 
$24,200 
$29,500 
$34,800 
$45,400 
$61,300 
$82,500 

$109,000 
$162,000 

"(C) ScHEDULE REDUCTION NOT TO TAKE 
EFFECT WHEN FEDERAL SPENDING EXCEEDS 
LIMITATIONS.-

" ( 1) NOTIFICATION OF CONGRESS.-In calen
dar years 1979 through 1982, after the adop
tion by the Congress of the second concur
rent resolution on the Budget or any further 
concurrent resolution on the Budget adopted 
by the Congress under section 310 of the 
congressional Budget Act of 1974 (referred 
to elsewhere in this subsection as the 'budget 
resolution') and before the beginning _of the 
next calendar year, the Secretary shall notify 
the Congress if-

"(A) the total amount of Federal outlays 
agreed to in the budget resolution for the 
fiscal year which ends within such next 
calendar year exceed the following percent 
of the projected gross national product pro-
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Jected by the Congressional Budget Office for 
that fiscal year on the basis of the budget 
resolution for the fiscal year: 21 percent in 
fiscal year 1980; 20.5 percent in fiscal year 
1981; 20 .0 percent in fiscal year 1982; and 
19.5 percent in fiscal year 1983. 

"(B) only for fiscal year 1982 if the total 
amount of federal outlays specified in the 
Second Concurrent Budget Resolution for 
fiscal year 1982 exceed the total revenues 
specified in that resolution. 

"(C) the increase in total Federal outlays 
specified in the budget resolution for that 
fiscal year exceeds the amount of Federal 
outlays estimated by the Congressional 
Budget Office to have actually occurred dur
ing the preceding fiscal year by a percent 
greater than-

"(1) the percent increase in the year to 
year implicit gross national product defiator 
(as projected by the Congressional Budget 
Office) for the 4 calendar quarter period 
ending on September 30 of the year follow
ing the one in which the Secretary ls to 
make the notification, plus 

"(11) one percent. 
"(2) ScHEDULED REDUCTION NOT TO TAKE 

EFFECT.-If any event described in subpara
graph (A), (B), or (C) of paragraph (1) 
occurs, then-

" ( A) the schedules which, under subsec
tion (b), would be in effect for the next 
calendar year, shall not take effect for such 
next calendar year, and 

"(B) the schedule which, under subsection 
(b), ls in effect for the calendar year in 
which the event occurs shall remain in effect 
for the next calendar year. 

"(3) .APPLICATION OF PARAGRAPH (2) ON A 

CUMULATIVE BASIS.-!! any scheduled tax 
reduction under subsection (b) does not go 
into effect during the calendar year for 
which it is scheduled (because of the appli
cation of paragraph (2)), then the reduc
tions scheduled to go into effect in subse
quent calendar years, shall take effect for the 
scheduled calendar year under subsection 
(b) unless precluded by the application of 
paragraph (2) in that year. 

" ( 4) CORRESPONDING AD.JUSTMENTS.-For 
each calendar year for which a schedule 
under subsection (b) is in effect. the Secre
tary shall change the zero bracket amount 
under section 63 for the calendar year, the 
tax tables prescribed under section 3, the 
withholding tables prescribed under section 
3402, the dollar amounts set forth in section 
3402(m) (1) (relating to percentage method 
withholding), and the dollar amounts set 
forth in 6012(a) (relating to filing require
ments) necessary to reflect in such tables 
and amounts the schedules in effect for the 
calendar year. The amounts adjusted by the 
Secretary under this paragraph for any cal
endar year shall be the a.mounts in effect 
for taxable years beginning in that calendar 
year.". 

The PRESIDING OFFICER. Does the 
Senator from Wisconsin seek recogni
tion? 

Mr. NUNN. Mr. President, I h!tve a 
parliamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. NUNN. We have already had a 
unanimous-consent agreement making 
it possible to call up my amendment im
mediately after the Hart amendment and 
calling for a rollcall vote on that amend
ment, is that correct? 

The PRESIDING OFFICER. The 
Senator is correct. It is merely that his 
amendment had not been stated. 

Mr. NUNN. Is there anything that 
would not allow us to vote on the Nunn 
coalition amendment immediately after 

the Hart amendment with the yeas and 
nays being ordered? 

The PRESIDING OFFICER. No, every
thing is in order now. 

Mr. NUNN. I thank the Chair. 
Mr. NELSON. Mr. President, I ask 

unanimous consent that Mr. Herbert 
Spira of the staff of the Senate Small 
Business Committee be granted the priv
ilege of the floor during the course of de
bate and rollcalls on the pending legis
lation. 

Mr. MAGNUSON. Will the Senator 
yield? We have a new rule. Just put his 
name in. 

Mr. NELSON. I understood that if they 
were from a committee, the request had 
to be from the floor. Am I correct on 
that? 

The PRESIDING OFFICER. The 
Chair reminds the Senator from Wiscon
sin that there is a standing Magnuson 
order which permits a Senator to have 
two members of his staff on the floor by 
submission of their names to the Clerk. 

Mr. NELSON. Does that include mem
bers of committee staffs? 

The PRESIDING OFFICER. That in
cludes members of the committee staffs. 

Mr. NELSON. Then I withdraw my re
quest, because the last thing I want to 
do is violate a Magnuson order. 

The PRESIDING OFFICER. Unless, 
of course, the Senator from Wisconsin 
has requests for staff in excess of two. 

Mr. NELSON. I do not know whether 
I do or not, but I do not want to get into 
a confrontation with the 0hairman of 
the Committee on Appropriations under 
any circumstances. If I have more than 
two, I shall submit this to the desk. 

I want to commend the Senator from 
Colorado and the Senator from Georgia. 

The PRESIDING OFFICER. The 
Chair stands corrected. '£he Parliamen
tarian informs me that it does not apply 
to committee staff, only to individual 
Senators staffs. So, without objection, 
it is so ordered. 

Mr. NELSON. I thank the Chair. 
Mr. President, I do wish to commend 

the Senator from Colorado and the Sen
ator from Georgia for their thoughtful 
and creative proposals that are now the 
pending business. I ask unanimous con
sent to be a cosponsor of each of the pro
posals. 

The PRESIDING OFFICER. Without 
objection, the commendation will be 
noted. 

Mr. BELLMON. Mr. President, I ask 
unanimous consent that the distin
guished Senators GRIFFIN, SCHMITT, and 
ScoTT be listed as a cosponsor of the co
alition amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. MUSKIE. Mr. President, the pend
ing amendment, a multiyear tax cut of
fered by Senators BELLMON, NUNN, 
CHILES, and others, raises some serious 
questions for the budget process. While I 
appreciate the concerns of these Sena
tors for advance planning on the revenue 
side of the budget, I believe this approach 
will tie the hands of future Congresses 
and reduce the flexibility of the budget 
process in establishing a revenue floor. 

The pending amendment would pro
vide across-the-board tax rate reduc-

tions of approximately 6 percent for each 
of the 5 years beginning in fiscal year 
1979 and extending through fiscal year 
1983. The estimated revenue loss of the 
amendment would be $21.9 billion in fis
cal year 1979 and would rise to $127 .8 
billion by fiscal y~ar 1983. The tax re
ductions in the amendment are, however, 
contingent on the achievement of cer
tain out.lay restraints. Specifically, the 
proposed tax reduction would become 
effective only if: 

The rate of growth in outlays did 
not exceed 1 percent in real terms; 

The rate of growth in outlays was con
sistent to the achievement of a balanced 
budget by the end of fiscal year 1982 and; 

The rate of growth in outlays was such 
that the ratio of Federal spending for 
GNP was reduced to 19 percent by fiscal 
year 1983. 

Because this amendment provides for 
an additional 6-percent tax reduction 
first effective in fiscal year 1980, a year 
for which no first budget resolution is 
in effect, it violates the Budget Act in 
exactly the same fashion as the Roth and 
Packwood amendments. Unlike the 
amendments offered by Senators ROTH 
and PAcKwooo, the amendment offered 
by Senator BELLMON has also been the 
subject of a waiver resolution which was 
referred to the Budget Committee. 

The Budget Committee is extremely 
reluctant to recommend the adoption ·of 
resolutions waiving section 303 (a) of the 
Budget Act. One of the major purposes 
of the Congressional Budget Act was to 
bring the Federal budget under better 
control. Through the adoption each year 
of the first and second concurrent reso
lutions on the budget, Congress sets fis
cal policies and national priorities for 
the fiscal year. To the extent that Con
gress enacts legislation affecting spend
ing or revenues for a future fiscal year 
it loses control of the spending and pri
ority decision for that year prior to the 
adoption of a congressional budget for 
that year. 

The objective of a balanced budget by 
1982 and a reduction in the rate of Fed
eral spending in GNP are laudable goals. 
However, to tie these goals to tax reduc
tions prior to any examination of the 
economy and other spending and revenue 
demands, reduces the effectiveness of the 
budget process to establish national pri
orities and to respond to national needs. 
Such formula approaches to tax reduc
tions for example, raise the possibility 
that taxes may well be automatically re
duced as a result under circumstances 
where the economy might be overstimu
lated and inflation fueled by such action. 

I am also concerned that by establish
ing a fixed goal for the share of Federal 
spending in GNP we might encourage an 
expanded use of off-budget spending, 
loan guarantees, regulatory policies, and 
tax expenditures. These mechanisms can 
be used to provide benefits to some 
groups in ways which evade the regular 
authorization and appropriation proc
ess. In many cases the costs of these 
programs can be hidden almost com
pletely from the budget. 

Until the Congress has established 
procedures to control the use of these 
mechanisms we should be wary of 
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amendments such as this one which 
create new incentives to hide the cost 
of programs. 

Mr. President, the Budget Committee 
has this year pioneered procedures for 
establishing 5-year revenue and spend
ing targets. The Budget Committee al
ready provides 5-year projections for 
each spending function in the report on 
the first budget resolution. The commit
tee has also initiated 5-year projections 
for the tax side of the budget as well. The 
report on the first budget resolution for 
fiscal year 1979 details the fiscal margin 
which is available for revenue and spend
ing changes between fiscal year 1979 and 
fiscal year 1983 on the assumption that 
the economy experiences moderate 
growth and a balanced budget can be 
achieved by the end of 1983. 

The 5-year budget projections are 
used by the Budget Committee to eval
uate the impact of current tax and 
spending decisions on future budgets. 
The projections demonstrate the com
mittee's concern that the Congress move 
toward a balanced budget at a moderate 
pace. 

I am convinced that the Bellmon
Nunn-Chiles amendment would not aid 
the Congress in the effort to control Fed
eral spending and move toward budg
etary balance. In fact, the amendment 
may hinder the efforts of future Con
gresses to make budgets which conform 
to the changing needs of the economy 
as well as to the basic goals of budgetary 
balance and a moderate tax burden. 

For these reasons, Mr. President, I 
oppose the amendment. 

Mr. HAYAKAWA. Mr. President, I ask 
unanimous consent that my name be 
added as a cosponsor to Senator NUNN's 
amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. KENNEDY. Mr. President, may I 
have a brief colloquy with the Senator 
from Georgia? · 

If we were to face a serious reces
sion in this country, would the require
ments under the Nunn amendment pre
clude us from adopting a substantial tax 
reduction as a stimulus for' the econ
omy? If we were in a serious recession 
or even a depression, could we take the 
kind of measures that would be necessary 
on the spending side and the revenue 
side in order to bring about a restoration 
of the health of our economy? This is 
the concern I have about the amend
ment. 

Mr. Nl.-rNN. No, I say to the Senator 
that Congress would have the absolute 
right of spending above the 1 percent in 
any kind of circumstances. It would not 
even require an emergency. What we do 
say is if the taxes are going to be cut, 
there are at last two conditions prece
dent and for fiscal 1982, there are three 
conditions precedent to the cut in taxes. 
If any of those conditions do not come 
about, then the taxes would not be cut. 
So Congress would have the right in the 
future to exceed the spending limits, in 
which case, the American public would 
not get a tax cut. 

Mr. KENNEDY. Well, as we have seen 
in 1975 and also at the current time, 
there is a series of different mechanisms 
which different administrations have 

used to deal with recessions in our econ
omy, such as increased spending for jobs 
programs or public works, and substan
tial tax cuts. There is a variety of differ
ent mixes of fiscal policy which differ-

. ent administrations have used in recent 
years. 

I wonder what kind of restriction this 
puts on a recommendation of an admin
istration that believes a tax stimulus 
would be an important measure to in
crease consumer spending in order to get 
us out of a recession. 

Mr. NUNN. First of all, there is noth
ing to preclude a larger tax cut. Second, 
there would not be anything to preclude 
an expenditure level that exceeds the 
level recommended here. 

What would happen in that case would 
be that there would be no automatic tax 
cuts under this proposal. 

So there is nothing here to prohibit 
the Government from responding to any 
kind of emergency it might want to, 
whether within, or foreign policy. 

I would say to the Senator in fairness, 
though, it is the intention of the spon
sors of this amendmept that there be a 
vested interest in the , American public 
to see for the first time that we begin 
to restrain expenditures here. 

So this does create a degree of Polit
ical interest on the part of the public 
to see there is a restraint in spending. 

If Congress responds to that kind of 
political opinion, which I think will exist 
in normal times, we will, indeed, restrain 
spending. 

Mr. KENNEDY. I understand the sen
timent of the sponsors of the amend
ment. I am concerned that in hard times, 
such as the dramatic increase in energy 
costs, or the energy boycott, that a num
ber of steps needed to be taken in order 
to bring the economy back into balance 
might be impeded. 

Mr. NUNN. There are no restrictions 
that would preclude Congress going 
above the levels here. 

The sanction would be if Congress 
goes above these levels, and this is sim
ilar to the Hart amendment, if we go 
above there would be no automatic tax 
cut. 

Mr. KENNEDY. But if there is a re
cession, and there is a reduction of GNP 
it violates the trigger in terms of Federai 
spending as a percentage of GNP. As I 
understand it, there is no actual restric
tion here in terms of the administra
tion's attempting to provide additional 
spending with a tax reduction as one of 
the mechanisms in order to stimulate 
the economy. It seems a little odd to 
say that the country can not have the 
automatic tax cut proposed by the 
amendment, but it will have to have a 
nonautomatic tax cut to avoid a reces
sion or stop a recession. At least, there 
is no restraint on a tax cut that might 
be required by sound fiscal policy. 

Mr. NUNN. No such restraint. Only the 
restraint of public opinion at that time, 
whatever that might be. 

Mr. HART. Will the Senator yield? 
Mr. KENNEDY. I am glad to yield. 
Mr. HART. I just want to say, on the 

first vote we are going to cast, which is 
the amendment offered by the Senator 
from Colorado, the same answers prevail 
as the Senator from Georgia gave. 

It is my opinion as the principal spon
sor, the fact of flexibility for the admin
istration is somewhat greater in the Hart 
amendment than in the Nunn amend
ment . 

But I think both amendments philo
sophically accommodate the problem of 
the Senator from Massachusetts. 

Mr. KENNEDY. Fine. 
Since the chairman of the Joint Eco

nomic Committee, I guess, is a cosponsor 
of both of those, I would be interested if 
he has any reaction to this exchange. 

Mr. PROXMIRE. I am not chairman, 
as the Senator knows. I am chairman of 
the Senate Banking Committee. That is 
DICK BOLLING. Next year it will be LLOYD 
BENTSEN. 

I appreciate it, though. 
Mr. KENNEDY. He is a former chair

man. 
Mr. PROXMIRE. Well, I think I sup

port both amendments. I think they are 
wise. 

I questioned the Senator from Colo
rado earlier on this flexibility, in the 
event of either a deep recession or a war. 
In that event, of course, we might want 
to follow policies which might otherwise 
be restrained. 

I think the case by the Senator from 
Colorado and the Senator from Georgia 
satisfies me, that there still is a consider
able amount of flexibility left here, and 
I think they recognize the problem, espe
cially in the event of a recession. 

I feel I can support them because they 
are responsible and do work in the direc
tion the supporters and I both want to 
work, to wit, to hold down Government 
spending and the size of Government, 
while at the same time permitting an 
appropriate response in the event of a 
recession. 

Mr. BIDEN. Mr. President, I do not 
want to delay this. It seems we are arriv
ing at a consensus on the floor to support 
one of these two amendments. 

I realize it may be a little out of order, 
but I would like to pay a bit of respect 
to my senior colleague who, I believe, 
started this rolling a while ago, and, if 
he had not, we would not be at this point, 
in the first instance. 

I know that is somewhat parochial, 
since I am a Delawarian. But I sincerely 
wish to compliment him because I believe 
we would not be at this point, which I 
think we are appropriately at, if not for 
his endeavors in moving this along. 

I would like to compliment him. 
SEVERAL SENATORS. Vote! 
Mr. HEINZ addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Pennsylvania. 
Mr. HEINZ. Mr. President, I would just 

like to address to the Senator one ques
tion, if I might. 

Is it correct, if I understand the differ
ence between the Nunn coalition amend
ment and the Senator from Colorado's 
amendment with respect to the cut in 
individual income taxes, when two 
amendments are fully effective, recogniz
ing they . become effective at different 
time periods, does the Senator from 
Colorado's amendment state 29 percent 
cut versus present law, and the Senator 
from Georgia's cut is for a 26 percent 
from current law; is that correct? 

Mr. HART. Yes, the Senator is correct. 
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The tax cut, the Hart proposal, cumu

lative 29 percent over 4 years, including, 
roughly, 6 percent cut this year, there
after 9 percent, 7 percent, and 7 percent. 

Mr. HEINZ. Now, the Senator from 
Colorado's amendment will have what 
effect vis-a-vis the tax cuts we have put 
into the Finance Committee bill at this 
point for individuals? Will it increase or 
reduce the tax cuts this year? 

Mr. HART. It does not affect the tax 
cut at all, as does not the Senator from 
Georgia's amendment, also. 

Mr. HEINZ. And the Senator's amend
ment would become fully effective during 
1982, assuming this conditional con
straint does not exceed--

Mr. HART. The Senator is correct. 
Mr. HEINZ. And, further, that the 

Nunn coalition amendment would be
come fully effective in 1983? 

Mr. HART. The Senator is correct. 
Mr. HEINZ. I thank the Senator. 
SEVERAL SENATORS. Vote! 
The PRESIDING OFFICER. The ques

tion is on agreeing to the amendment-
Is the Senator .from Washington seek

ing recognition? 
Mr. MAGNUSON. The Senator from 

Colorado is suggesting a broad number 
of general programs we should cut. 

Shall we cut defense? Shall we cut 
HEW? I have been cutting all of them 
and we are going to end up in the Appro
priations Committee with a big cut. But 
which one does the Senator think we 
should zero in on to accomplish what he 
is talking about? 

Mr. HART. The proposal contained in 
the amendment which we are about to 
vote on reduces the controls, the growth 
of Federal spending. It is not net reduc
tion, as the amendment of the Senator 
from Georgia is not. Either amendment 
has a net reduction. These are controls 
on the degree of growth. 

Mr. MAGNUSON. May I suggest some
thing to the Senator from Colorado, and 
ot1:Ie~ Sen.ators? Our problem in Appro
priations 1s uncontrollable items that we 
cannot cut, which the Senator voted for 
I voted for, the Senator from Massachu~ 
setts has voted for. I would like to know 
ytithin about a 40 percent, uncontrollabl~ 
items, which one are we going to cut? 
Are we going to cut cancer research? 
Are we going to cut defense? Are we 
going to cut mental health? 

It is a little bit difficult for us. We are 
trying to do a great job down there and 
we are doing a good job. We are cutting 
everything. But I would like a little guid
ance, when somebody reaches up in the 
air and suggests that we cut something. 
Just which one do you want? Do you 
want to cut public works? 

Mr. HART. I think the Senator-
Mr. MAGNUSON. Wait a minute. I 

asked you a question. I do not want to 
cut it. Everybody is talking about these 
th~ngs. We have to get down to the nitty
gritty about what we appropriate. 

~f t?~ legislative committees would 
qmt g1vmg entitlements and give us . a 
chance to take a look at it--or the Budg
et Committee-we could cut a lot of this. 
In the Federal budget is almost 60 per
cent of entitlements that we cannot 
touch. So you are talking about 40 per-

cent, and that includes a lot of human 
beings. 

Mr. HART. I agree with the Senator. 
Mr. KENNEDY. Mr. President, I un

derstand that some econometric tables 
have been introduced. I have one brief 
area that I would like to explore, either 
with the Senator from Georgia or the 
Senator from Colorado. 

In the econometric studies has there 
been a projection as to what this amend
ment is going to mean in terms of em
ployment and unemployment during the 
period when this amendment takes 
effect? 

Mr. MAGNUSON. I want to talk about 
health items, which you and I are con
cerned about. 

It is easy to say all these things, but 
let us find out what we are going to do. 
Do you want to cut some health items? 

Mr. KENNEDY. No, I do not. . 
Mr. HART. Mr. President, I introduced 

on our amendment the latest tables we 
were able to provide. As to the employ
ment rates if the amendment were 
adopted, we are presently at a 6.12 rate 
of unemployment nationally. By 1983, 
that would be reduced to 4.09-just over 
4 percent--based on econometric models, 
with the stimulation and the growth in 
productivity and investment which occur 
as a result of the tax cut. 

Mr. CHILES. I can give the figures. 
The Chase Econometric models show 

the gain in employment in 1983 would be 
a million workers, and the unemployment 
rate would be reduced. This is under 
their model for current spending, and 
they project 6.1, and with this they pro
ject 5.3. 

Mr. KENNEDY. Has the Budget Com
mittee any different figures on this? 
Aren't the Chase figures very controver
sial in some of their projections? 

Mr. MUSKIE. I do not know that I can 
say--

The PRESIDING OFFICER. Does the 
Senator from Massachusetts yield to the 
Senator from Maine? 

Mr. MUSKIE. I yield on my own time. 
The PRESIDING OFFICER. The Sen

ator from Maine is recognized. 
Mr. MUSKIE. The numbers I have are 

CBO numbers that we have received at 
the last moment. The difference over a 
5-year period--

Mr. KENNEDY. May we have order, 
Mr. President? 

The PRESIDING OFFICER. The point 
is well taken. The Senate is not in order. 
Senators will cease conversations on the 
floor. Senators will please take their seats 
and cease conversation. 

Mr. MUSKIE. The Senate Budget 
Committee report on the second concur
rent resolution is a green document 
which all Members have received. On 
page 27 are the 5-year economic objec
tives which are assumed by the com
mittee with respect to the budget this 
year and the projections for the next 5 
years. 

The assumptions are that in 1983, the 
yearly average unemployment rate would 
be 4.6 percent. In the fourth quarter of 
1983, the unemployment rate would be 
4.5 percent, and the Consumer Price In
dex would increase at a 5.9-percent rate. 
Those are the 1983 figures. 

The Bellmon amendment, according 
to the CBO, averages 5.6 percent unem
ployment over the fiscal year 1980 to 1983 
period. 

The second budget resolution plan 
averages unemployment at 5 percent 
over the same period. So that is a dif
ference of 0.6 percent in unemployment 
over that period, or 600,000 jobs per year 
for 4 years. 

The spread widens in the later years, 
so that in fiscal year 1983, the difference 
is 1 million jobs. 

The Bellmon amendment averages 5.7 
percent inflation over the 1980-83 period. 
The second budget resolution plan aver
ages 5.9 percent inflation-in other 
words, more inflation. In 1983, the dif
ference is .6 percent. 

In addition, the difference over 5 years 
between the two is $33 billion in deficit. 
In other words, the Bellmon amend
ment would have that much less deficit 
over the period. 

So the tradeoffs are .6 percent more 
unemployment, .6 percent higher infla
tion, and $33 billion more in deficit. 

So the tradeoff is the classic one be
tween inflation and unemployment over 
that period, according to CBO's figures. 

Mr. CHILES. Mr. President, will the 
Senator yield? 

Mr. MUSKIE. I yield. 
Mr. CHILES. Is it not correct that in 

the 5-year economic objectives, which 
were set as objectives-where the com
mittee hoped we would go in the Senate 
report on the second concurrent resolu
tion-would require an additional $33 bil
lion in spending stimulus? So that $33 
billion was not part of the budget resolu
tion for 1979, and it is not a part of the 
Coalition amendment we are talking 
about here. So, the Senator from Maine 
is talking about an additional $33 billion 
in spending stimulus to get to a lower 
unemployment rate. 

Mr. MUSKIE. That is what I just said, 
yes. 

Mr. KENNEDY. As I understand, it is 
a million more jobs lost to unemploy
ment, five-tenths of a point on the infla
tion rate, and $33 billion of additional 
spending. 

Mr. 1'-IUSKIE. It would be a six-tenths 
of 1 percent difference in inflation in 
1983, in that 1 year. Over the 1980-83 
period it averages two-tenths of 1 per
cent. 

Mr. KENNEDY. And a million more 
jobs. 

Mr. MUSKIE. And a million more jobs. 
But the Senator is correct about the 

increased spending over that period. 
Mr. KENNEDY. I should like to ask 

the Senator from Georgia this question: 
In the rate schedule, which is included in 
the Hart proposal or the Nunn proposal
how will that be different from what we 
have already accepted in the Bumpers
Kennedy amendment? Do you change the 
rates? How will that alter the actions we 
already have accepted in this debate? 

Mr. NUNN. We accept the Finance 
Committee bill as amended by the Ken
nedy amendment. Our tables have no 
effect on that. In the future, on additional 
or incremental cuts, we take across-the
board cuts from the Kennedy-Bumpers 
schedule. 
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Mr. HART. Mr. President, will the 
Senator yield? 

Mr. KENNEDY. So, the future rate cuts 
will be based on the rate schedule as 
amended by our proposal? 

Mr. NUNN. We made no change in the 
Kennedy amendment at all. We do not 
change the rate structure. 

Mr. HART. Mr. President, will the Sen
ator yield on that? 

Mr. KENNEDY. I yield, on the Sena
tor's time. 

Mr. HART. On my time. 
I think there is a difference there. One 

of the criticisms of my amendment was 
that we left some-not administrative 
discretion in the Joint Committee on · 
Taxation, but we left flexibility. We also 
tried to accommodate the distribution 
schedule of the Senator from Massachu
setts in the out years. I think that is a 
difference between our amendment and 
the Nunn amendment. As I understand 
the Nunn amendment, after 1979 the 
Kennedy-Bumpers distribution formula 
would not necessarily have to be fol
lowed. 

Mr. KENNEDY. May I ask the Senator 
whether that is so? 

The PRESIDING OFFICER. Does the 
Senator from Colorado yield? 

Mr. HART. Not on my time. I yield the 
floor. 

Mr. KENNEDY. Mr. President, I do not 
want to delay the Senate from taking ac
tion, · but I would like to find out more 
about the impact of the Nunn amend
ment on the rate structure which the 
Senate recently adopted in the Bumpers
Kennedy amendment. 

Mr. CHILES. We accepted the Ken
nedy-Bumpers figures on the first year. 
We then took across-the-board cuts from 
all brackets in the years 1980 to 1983 to 
get our reductions. The prime reason for 
the amendment offered by the Senator 
from Massachusetts and the Senator 
from Arkansas, as I understood it, was to 
offset the thrust of the total Finance 
Committee bill, which gave large benefits 
to low income groups through the earned 
income case credit, and large benefits to 
the upper income groups through capital 
gains provisions. We preserved the bal
anced package for middle income groups 
as well. 

So we accepted that and took those 
figures from the Kennedy-Bumpers 
amendment. Then we used basically 
across-the-board cuts in the out years. 
I think the Senator will find that our 
cuts would yield the current law distri
bution in the last year, so everyone would 
end up getting more of a tax cut in the 
out years. 

Mr. KENNEDY. I am not sure I under
stand completely what that is going to 
mean to the $10,000-a-year taxpayer. I 
am not completely relieved of my con
cern over the fact that we have made a 
major change in the rate structure to 
shift a significant benefit into the mid
dle-income groups and into the working
class people of this country with the 
Bumpers-Kennedy amendment. The 
change was extremely important for the 
middle-income taxpayer. 

Mr. CHILES. I will be happy to answer 
that. 

Mr. KENNEDY. OK. 

Mr. CHILES. I say to the distinguished 
Senator that by 1983 we would give an 
average taxpayl:!r in the $15,000-$20,000 
bracket a $337 tax cut. This would be in 
the 1978 dollars on top of the cut that 
the Senator has. In 1978 dollars the $15,-
000 to $20,000 would get $337. That would 
more than double in 1983 dollars. They 
would be getting almost $700 in 1983. If 
they were in the $20,000 to $30,000 tax 
bracket they would be getting a. cut of 
$576 in 1978 and that again would double 
by 1983. So they would be getting over a 
$1,000 reduction in 1983. 

Mr. KENNEDY. The point that I 
would make here is the Senator is not 
indicating what the comparison would 
have been if we used the Bumpers-Ken
nedy formula. We cannot tell whether 
middle-income people are going to be as 
favorably benefited under the Senator's 
program, or are going to be taxed more 
under the Senator's program. If the Fi
nance Committee rate structure is used, 
middle-income groups will be at a dis
advantage. If the Bumpers-Kennedy 
rate structure is used, they will receive 
the greater benefits they deserve. 

Mr. CHILES. I just told the Senator 
they are going to be taxed less. In the 
from $20,000 to $30,000 bracket, they will 
be taxed $1,000 less. So they are certain
ly not going to be taxed higher, and at 
the same time they are going to be en
joying a balanced budget at the time. So 
they are going to have a lower rate of in
flation, they are going to be enjoying a 
balanced budget, and they are going to be 
taxed $1,000 less. 

Mr. KENNEDY. The Senator has still 
not answered what the difference would 
have been between using the Bumpers
Kennedy rate schedule and using the Fi
nance Committee rate schedule. ' 

Mr. CHILES. I say to the distinguished 
Senator from Massachusetts we are not 
adding anything to give an additional 
benefit in capital gains in our amend
ment. We are.not adding anything in our 
amendment. 

Mr. KENNEDY. Neither was our 
amendment. 

Mr. CHILES. So the Senator said are 
we throwing it out of whack? We are not 
giving anything extra in capital gains. 
We are not giving any extra benefit in 
corporate tax reduction. 

Mr. KENNEDY. The Senator did not 
understand. If he would just compare 
what was done under the Senator's 
amendment in outyears, whether the 
Senator's amendment has grafted on the 
Bumpers-Kennedy rate structure or the 
Finance Committee rate structure. If I 
can get the answer to that and if the 
Senator's answer is yes, affirmative, I will 
be satisfied. 

Mr. CHILES. We grafted it in the ini
tial year but he did not provide schedules 
for the future years the way he did. 

Mr. KENNEDY. Then I want the Sen
ate to understand this if we can. 

May I have order, Mr. President? 
The PRESIDING OFFICER (Mr. 

ABOUREZK) . The Senator will suspend un
til we get order in the Chamber. 

The Senator will not continue until 
· we get order. 

Mr. MAGNUSON. Who has the floor, 
Mr. President? 

The PRESIDING OFFICER. I ask the 
Senator to withhold just a minute until 
we get order. 

The Senator from Massachusetts has 
the floor, but he will withhold until we 
get order in the Chamber. 

Mr. KENNEDY. Not on my time, Mr. 
President. 

The PRESIDING OFFICER. No, we 
are not counting this against the Sena
tor's time. 

The Senator will continue. 
Mr. KENNEDY. The question that I 

asked members of the coalition was with 
regard to these long-range projections. 
The figures that were used in the rate 
structure that the Senate addressed just 
last week brought a rebalance to the rate 
structure to tip it more into the middle
income people. That was carried by a 
substantial degree here in the Senate, 
and has been accepted in the language of 
the measure that we are debating here. 
Were those rate figures used over the out
year projections of the coalition amend
ment? They were permanent changes in 
the rate structure- which is going to tip 
and bring a reduction in terms of mid
dle-income people. As I gather the re
sponse from the Senator from Florida is 
that they used those figures in the first 
year but then they used the Finance 
Committee rate structure for the out 
years. That is really the basis for my 
question. If we were to find out that the 
projections were based upon the changes 
in the rate structure which the Senate 
accepted for all of the out years, then my 
question is answered. 

Mr. HART. Mr. President, will the 
Senator yield? 

Mr. KENNEDY. I ask the Senator from 
Florida if there is anything more he 
wants to add. 

Mr. CHILES. Yes. I wish to add-
Mr. KENNEDY. OK, if he could do it 

on his time. 
Mr. CHILES. Certainly, on my time. 
The rationale, as I understood it, on 

the Kennedy-Bumpers amendment was 
that we should change the permanent 
rate structure. That was the change that 
was made on the basis that in the bill 
there was a tremendous advantage given 
for capital gains, a high advantage given 
for capital gains and there was a high 
advantage given for reducing the cor
porate tax structure, and on that basis 
we should change the permanent rates. 
Those were changed. This in no way af
fects that change. Now what we are com
ing along and what we are attempting to 
do in this amendment-Mr. President, 
may we have order? 

The PRESIDING OFFICER. The Sen
ator will suspend until we get order. Will 
the Senator wait just a minute, please? 
I ask all Senators and all staff people 
who are buzzing around the Chamber to 
kindly stop buzzing because it is just go
ing to delay the proceedings for that 
much longer. I do not know about the 
rest of you but I would like to get out 
of here sometime tonight. The Chair will 
be very grateful for everyone to be quiet. 

Mr. CHILES. What we were attempt
ing to do here, in addition to what the 
distinguished Senator from Massachu
setts has done, is work equity for the 
middle-income taxpayers, and I think 
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that was a good amendment. But in ad
dition to that, what we were saying is 
we were going to come along now with 
a conditional tax cut that would attempt 
to hold a carrot in front of Congress to 
help us restrain spending and by saying 
if we only increased growth of our real 
programs by 1 percent over inflation, if 
we had a declining balance on the per
centage of GNP that the Government 
was using from 21.5 percent down to 19.5 
percent, under projections we would 
achieve a balanced budget by the year 
1982. Then when we started working on 
our amendment, we were using the ex
isting rate structure because that is what 
we had to work with. 

Then, when the Senator had his 
amendment passed, we changed and 
picked up his amendment. The first year 
we could not pick up the tax tables at 
that time to go out to the outyears. But 
our feeling was that we do not change 
what the Senator did in his amendment. 
The permanent tax rates will continue. 
They will work the equitJ that the Sen
ator worked in them. We are, in effect, 
picking up that rate in the first year and 
then we are using the existing tax struc
ture and taking across-the-board cuts 
and nothing in our tax cuts in any way 
changes the income distribution. It does 
not change that at all. So we are not 
playing the game of trying to relate one 
equity against the other. We are trying 
to say that everybody is going to be able 
to enjoy tax cuts, and depending on what 
rate they start in at, and primarily those 
in the lower tax brackets and through 
the middle, will enjoy substantial cuts. 

They will also enjoy, if the economy 
stays the same and if Congress is able to 
restrain itself, a balanced budget in the 
year 1982. They will enjoy a government 
that is only taking 19.5 percent of the 
GNP into its coffers every year. 

Mr. HART. Mr. President, will the 
Senator yield? 

Mr. CHILES. They will enjoy spend
ing--

Mr. HART. Will the Senator yield? 
Mr. CHILES. This is on my time. I 

have an hour under cloture just as the 
Senator from Colorado has. 

Mr. HART. I understand. I am sorry. I 
just wanted to try to answer the Sen
ator's question. 

Mr. CHILES. I am trying to answer it 
first myself and then I will be delighted 
to let the Senator from Colorado use all 
of his time he would like to use under 
that. 

But I think that is what I am trying 
to explain to the Senator as to what we 
are trying to do here. 

Mr. KENNEDY. I appreciate the re
sponse. Of course, in the Bumpers-Ken
nedy amendment, we did not try to 
change the capital gains or earned in
come credit provisions. Those are com
plex issues. 

All we are dealing with is the rate 
structure. We brought about a significant 
change and alteration in the rate struc
ture with our amendment. 

The question is. although the Senator 
has accepted our rate schedule in the 
first year, he has us~d a different sched
ule-the Finance Committee schedule-

as the basis for tax cuts for future years, 
and that is a matter of some concern. 

If I could ask the Senator from Colo
rado to answer whether his amendment 
does so? 

Mr. HART. The answer, as I under
stand, on my time, of the proponents of 
the Nunn amendment to the Senator is, 
no. His rate structure is not protected. 

The answer from the Senator from 
Colorado is, yes. If I read the language 
of the amendment correctly "establish 
rate tables which impose on each taxable 
income bracket the same proportion," 
which is what the Senator's question is. 
"the same proportion of the tax burden 
borne by such bracket under the taxable 
income brackets and attach rates in 
effect for fiscal year 1979." 

The Kennedy-Bumpers proportions are 
maintained into the eighties. 

Mr. KENNEDY. I just have one 
final--

Mr. NUNN. Just on that point. What 
the Senator from Colorado is saying is 
partially correct. What he is basically 
saying is whatever the conference com
mittee comes back with and whatever is 
signed into law is what his amendment 
applies to. That could be the Kennedy 
formula. If we had another formula it 
could be that formula or it could be any 
formula. It could be the formula that 
came back out of the conference. His 
amendment does not protect the Ken
nedy formula, but whatever formula the 
conference committee comes out with. 

I say we have protected the Kennedy 
formula to all the tax cuts that take 
place in 1979. That is not changed. It is 
locked into permanent law. But there is 
nothing in the Kennedv-Bumpers 
amendment that basically says all future 
tax cuts hereafter and forever shall be 
governed by the Kennedy formula. We 
do not go to the Finance Committee for 
the incremental tax cuts. We have pro
tected all of the Kennedy application. 

Mr. KENNEDY. The Bumpers-Ken
nedy amendment changed the rates, and 
those new rates should be the basis for 
future charges. 

Mr. NUNN. For the tax structure. 
Mr. KENNEDY. Yes, it should use them 

as the basis for tax cut in future years. 
The question is a serious one, because it 
relates to whether middle-income groups 
get their fair share of the future tax re
ductions promised in the Senator's 
amendment. They would get their fair 
share under the Bumper-Kennedy 
schedule, but not under the Finance 
Committee schedule. 

Mr. CHILES. Mr. President, will the 
Senator yield? 

Mr. KENNEDY. Yes. 
Mr. CHILES. I understand. But the 

Senator--
Mr. KENNEDY. Just on the Senator's 

time. 
Mr. CHILES. Yes, on my time. 
The Senator does understand that his 

tax amendment i)Ut in one tax table and 
that rate will not change under the way 
the Senator now has it in. So by the year 
1982 the Senator is going to have $100 
million to $200 million more in taxes col
lected by virtue of inflation under the 
Kennedy-Bumpers amendment. So the 

taxes really are going to go up because 
of inflation, because there is nothing in 
there to say that we are reducing any 
taxes. 

Mr. KENNEDY. It seems to me that 
the effect of these amendments is similar 
in some respects to the indexing amend
ments offered here earlier. They promise 
future tax reductions keyed to spending 
cuts, rather than inflation. 

The challenge is to control spending. 
The Budget Committee has made a start, 
and the deficit is down this year to $33 
billion, from the $60 billion forecast last 
January. If we can decide where to cut 
spending, we can have tax cuts, without 
making them automatic, without sur
rendering our prerogatives and discre
tion to cut taxes as conditions warrant, 
without a carrot that will prove just as 
illusory as all the other devices used in 
lieu of facing the hard decisions over 
which spending to cut. Automatic tax 
cuts keyed to spending are subject to 
many of the same objections as auto
matic tax cuts keyed to inflation. 

Mr. HARRY F. BYRD, JR. The index
ing presents a very significant--

Mr. KENNEDY. Mr. President, will the 
Senator be good enough to use his own 
time. 

Mr. HARRY F. BYRD, JR. Yes, on the 
Senator's time. Indexing would provide 
very significant tax cuts. But that is en
tirely different from this proposal, as I 
understand it. 

Mr. NUNN. The Senator is correct. 
Mr. HARRY F. BYRD, JR. This pro

posal ties tax cuts to control of spending 
which the indexing did not do, so it 
makes it entirely different. 

Mr. McGOVERN. Will the Senator 
from Florida yield for a question on my 
time, very briefly? Do I understand the 
Senator from Florida to say that under 
the proposal that he supports, the aver
age middle-income taxpayers will get an 
additional $1,000 beyond what they are 
supposed to get? [Laughter.] Could the 
Senator answer that question? 

Mr. CHILES. I said they would pay 
$1,000 less than they would have paid. 

Mr. McGOVERN. Does not the Sena
tor think that is an awfully radical 
amendment? 

Mr. CHILES. It is very radical. 
[Laughter.] 
The PRESIDING OFFICER. The Sen

ator from Washington. 
Mr. MAGNUSON. I still persist-may

be I have become redundant, but all you 
people here, the Senator from Georgia, 
he is on the Armed Services Committee. 
The Senator authorizes more money, 
does he not, did he not, way up? The 
Senator from Massachusetts and I are 
concerned with health problems. He au
thorized all kinds of money. You are all 
around here. The Senator from Colo
rado wants more money for different 
projects out there, and I am for it. But 
when you get all through with this then 
you all come around here and you want 
to cut down the revenue, is that correct? 
I am not concerned with the rate struc
ture. I think you are right. I vote with 
you, but you are cutting down the reve
nue, and you cannot have both. 
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Mr. NUNN. Mr. President, will the 
Senator yield on that? 

Mr. MAGNUSON. Let me finish. 
Mr. NUNN. All right. 
Mr. MAGNUSON. Because I am re

sponsible. What counts when you have 
a deficit is how much you appropriate, 
correct? Do you know who gets the 
blame? I do. You all come around-we 
had 294 requests from Senators to up 
HEW $6 billion, different Senators. 

We turned them all down. You can
not have both. So I want to know, whea 
you people talk about all this-I agree 
with the Senator from Massachusetts 
about the structures; I think we have to 
change that. But I want you to come 
down, then, and ask me to take some 
money out of some appropriation. Will 
you do that? Will you take something 
out of defense? 

Mr. NUNN. We did this year, as the 
Senator knows. 

Mr. MAGNUSON. You will? 
Mr. NUNN. As the Senator knows, we 

did this year. Let me respond briefly-
Mr. MAGNUSON. We have to get this 

in perspective. 
Mr. NUNN. The Senator is absolute

ly correct there. Absolutely correct. 
Mr. MAGNUSON. Listen: Now, we 

can do a job with more efficiency, and 
save money. That is something we are 
talking about, too. We can save money 
with Government regulations, and we 
are doing that. But, by golly, you people 
just cannot stand around here and keep 
talking about reducing all this. We can 
have the formula; sure, that is all right. 
But you better come around, then, and 
ask us to reduce some place. I will be 
glad to do it, but I do not feel that at
mosphere. Everybody wants more appro
priations for this or that. 

Mr. NUNN. The Senator is absolutely 
correct. Will the Senator yield? 

Mr. MAGNUSON. And everyone has 
his own constituency. I am going to vote 
for all of this sort of thing, but I just 
want to suggest, do not come downstairs 
to room 128 and ask u.s for more ap
propriations, because if I vote with you, 
you are not going to get it. 

Mr. NUNN. Will the Senator yield? 
Mr. BENTSEN. Mr. President-
The PRESIDING OFFICER. The Sen-

ator from Texas. 
Mr. BENTSEN. Mr. President, I think 

that the gentlemen who have offered 
these amendments have rendered a serv
ice. 

The PRESIDING OFFICER. Will the 
Senator suspend until we can get order 
in the Chamber? The Senator will please 
suspend until the Chamber is quiet. 

The Senator may proceed. 
Mr. BENTSEN. Mr. President, I think 

that in suggesting these amendments 
the coalition and Senator HART have 
rendered a real service. I think what 
they have proposed is an intriguing idea. 

I am for reducing the budget, and 
I am for trying to put some limits on the 
percentage of expenditures of GNP by 
the Government. I am for reducing the 
taxes a.s far down as we can go. But I 
have heard so many questions concern
ing what the Senators are trying to ac
complish; I hear the Senator from Mas
sachusetts trying to decide, if the Bump-

ers-Kennedy correlation of taxes up 
and down that rate structure is carried 
through, whether it is permanent leg
islation. 

What we are having proposed tonight 
is one of the most profound things that 
has been done in the tax structure in 
a long time, and one I do not know how 
many economists have been involved in. 
I do not know how many hearings have 
been held on it. I am not sure whether 
labor ha.s made its contribution to this 
discussion, or whether business has, or 
whosoever has had a part in this deci
sion. 

For that reason, since I think there 
are so many questions still left unan
swered in spite of some rather laudatory 
objectives, I am going to have to vote 
against it, and frankly, I think if it is 
passed in this body I do not see how 
it can possibly survive the conference. 

But again, in spite of my opposition, 
I think those gentlemen have made a 
fine contribution. 

Mr. NUNN. Mr. President, I can un
derstand the Senator's feelings in this 
matter. Let me say I have such con
fidence in the vast ability of the Finance 
Committee, in conference, to achieve 
any kind of oversight or change or ad
ditional goal, that I have the greatest 
confidence in their ability to carry out 
our instructions. 

Mr. BENTSEN. Mr. President, I am 
glad for that, but my confidence in the 
Finance Committee is so meager I can
not support the amendment. 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. Just a 

minute. The Senator from Maine has 
asked for recognition. The Chair rec
ognizes the Senator from Maine. 

Mr. MUSKIE. Mr. President, first of 
all I would like to compliment the Sen
ator from Colorado and my colleagues 
on the Budget Committee, Mr. BELLMON 
and Mr. CHILES, and Mr. NUNN, who has 
been a member of the Budget Commit
tee, for their efforts. 

But, you know, I have lived with these 
5-year projections for a long time. We 
have those projections in the Senate re
port on the second budget resolution this 
year. 

But these projections, on which so 
much discussion has been based, were 
based upon moderate assumptions of 
y.rhat is going to happen to the economy 
m the next 5 years; and they anticipate 
a continuation of the current economic 
expansion for the next 5 years. 

If we were to get that kind of real 
world for the next 5 years it would be 
without precedent in the c~untry's his
tory. So when we talk about these pro
jections, about what unemployment will 
be in 1983, what the inflation rate will 
be in 1983, and what spending will be in 
1983, we are making very unreal pro
jections in terms of what the real world 
is likely to produce. So to gear tax re
ductions and spending levels on any 
such 5-year projection, I happen to 
think, is a very unwise thing to do. 

Now, with respect to the Budget Com
mittee's projections, we, for example, 
anticipate assuming a moderate expan
sion for that 5-year period on top of the 
expansion we have had, so that we would 

have a total cumulative $128 billion 
available for ad;itional spending or tax 
cuts in that peri d. 

Now, the Ha t amendment and the 
Bellman-Chiles-Nunn amendment use 
that $128 billion in different ways. In 
the case of the Hart amendment, he 
would use it totally for mandated tax 
reductions, that is, mandated under the 
formula of this bill, tax reductions leav
ing no room for additional spending be
yond current policy. 

BELLMON, CHILES, and NUNN would 
use that $128 billion in a different way. 
They would advance the year for achiev
ing a balanced budget by 1 year, and so 
they would not use it all for a tax re
duction. 

That is an oversimplified comparison 
of the two. What I do not like about 
either of them is that each is an attempt 
to reach conclusions about revenue ag
gregates and spending aggregates 5 
years in advance. 

The goals that they talk about are 
goals that are consistent with those that 
the Budget Committee has established 
for its own policies for this budget res
olution, and I think our record demon
strates that we have worked persistently 
and effectively to reduce spending, to re
duce deficits, and to try to stimulate 
moderate and wise changes in the reve
nue code. 

I think that has to be done on a flexible 
basis as we move through this period. 
The reason we have 5-year projections in 
this document is so that we can hold 
them up to the Senate year by year as 
the plan to whi ~ h we are committed as 
we adopt each budget resolution. 

To freeze ourselves into mandated tax 
cuts or mandated spending levels with
out being able to really anticipate eco
nomic conditions, I think, is to tighten 
up our budget process to the point of in
flexibility, and that is what troubles me 
about either of these proposals. 

If we have to have one or the other, I 
know which one I would choose, although 
I would not say. I might choose one of 
these. But I do not really choose any of 
them, from the Kemp-Roth amendment 
to Hart to Bellmon-Chiles-Nunn, and I 
am very fond of all these gentlemen and 
have worked with them in one way or the 
other on matters aff e::ting the budget. 

But I really think we are taking a bill 
like this, or others produced by other 
econometric models, and undertaking to 
predict in advance what we can prudent
ly produ :e in revenues and what we can 
prudently produce for outlays, and un
dertaking to budget 5 years in advance, 
with those constraints with which the 
Budget Committees and Congress will 
have to live. 

For that reason, Mr. President, I am 
inclined, with all due respect and appre
ciation for the very intelligent efforts 
which have been made, to vote against 
both of these proposals. 

The PRESIDING OFFICER. The Sen
ator from Maryland. 

Mr. SARBANES. Mr. President, I share 
the views of the Senator from Texas and 
the Senator from Maine. No GNP fore
caster would, for a moment, in appear
ing before a congressional committee to 
testify, assert that his forecasts, pro-
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jected out over a 5-year period, consti
tutes an adequate basis for the formula
tion of policy in the sense being proposed 
in these amendments. 

The question being put by the amend
ments is, of course, a basic question, and 
one which we have to answer. But we 
have to answer within the context of the 
best facts we can have and a time frame 
which is as good as we can get in terms 
of making projections. The budget proc
ess, coupled with the work of the Ap
propriations and Finance Committees, 
now gives us a chance to do that. In the 
use of that process in this year alone we 
have gone from a $60 billion deficit 
which the President had projected in the 
budget he submitted to the Congress at 
the beginning of the year, to a $38 billion 
deficit projected in the second concur
rent resolution. But we are able to make 
those judgments in the light of where 
the economy is and how it is moving. 

To move into this situation, leaving 
aside some of the questions about !-per
cent increase in spending and what you 
do with the defense budget-which, it is 
my understanding, increased by more 
than 1 percent this year in real terms, 
and if that is the case in one area of 
spending what happens in other areas 
of spending-leaving aside those ques
tions, the model of the Chase econo
metrics people is resting on certain as
sumptions about where the economy is 
going to go. Those are assumptions not 
only about Government spending and 
taxing, but assumptions about business 
investment, assumptions about consumer 
spending, assumptions about consumer 
saving, assumptions about the actions of 
the Federal Reserve Board with respect 
to the money supply and the interest 
rate. 

You cannot make these kinds of pro
jections without building certain as
sumptions into that econometric model 
which covers all of those variable factors 
in terms of how this very complex econ
omy works. 

To come on the floor at this point and 
to, in effect, legislate as these two 
amendments propose to do-I grant there 
is a little movement in there-really into 
a fairly rigid spending revenue connEC
tion out over a 3- to 5-vear period, in 
my view is not the W9.Y to make policy. 
I think we would be better advised, hav
ing benefited from the thrust of this dis
cussion, from a very basic question which 
has been put, not to accept these amend
ments and then to go on and pursue the 
issues they raise in a more orderly fash
ion over time in which we can develop 
the sort of backup information which 
these proposals require. 

I would support the Senator from 
Maine and the Senator from Texas. 

The PRESIDING OFFICER. The Sen
ator from New York. 

Mr. MOYNIHAN. I would like to join 
with my colleagues :from Maine, Texas, 
and Maryland. I will m;1.ke five points. 

First, these pro.r:osals would constitute 
the single most important change in the 
Alnerican political economy since the in
troduction of the unified Federal budget 
under President Harding. It would be 
ary arrangements of political democracy. 
One might find it ineptly pursued in the 

centrally planned economies of the So
viet bloc, but no democracy has tried it. 
And it would certainly be a profound and 
significant change that merits more than 
a single evening's debate. 

Second, the fundamental proposal sets 
fixed limits with respect to the growth 
of expenditures. It is important to rec
ognize that we would be setting these 
limits at a time when the future is less 
than certain. For example, we are now 
in the 14th quarter of consecutive eco
nomic growth. 

It is probable, based on normal busi
ness cycle conditions, that we will begin 
to experience a downturn in economic 
performance. Hence, it would become 
difficult to project with any degree of 
certainty. 

Third, the President has just brought 
forward one of the truly great diplo
matic triumphs, and opportunities, in the 
post war world-peace in the Middle 
East. 

If this condition is to be consolidated 
it will almost certainly require great 
American expenditures. What that ex
penditure will be we do not know, but 
certainly we ought not to limit that pos
sibility. 

Fourth, the President is about to come 
forward with a strategic arms limitation 
treaty. We can not yet know exactly 
what that will entail either. But, it is 
almost certain that it will involve some 
changes in our conventional forces, it 
could involve greater expenditure. And, 
if a trade between strategic weapons and 
conventional ones is necessary, then our 
negotiators ought to have the :flexibility 
to accomplish it. 

Mr. NUNN. Will the Senator yield for 
a brief comment? I think the Senator 
missed the earlier part of the debate. 

Mr. MOYNIHAN. I am happy to yield. 
The PRESIDING OFFICER. The 

Chair will remind Members of the Sen
ate that under the rules of cloture one 
Senator cannot yield to another. 

Mr. NUNN. If the Senator will yield 
on my time--

Mr. MOYNIHAN. My final point is 
that there is something fundamentally 
fearful about this effort to bind our
selves to future limitations. We have 
been governing this Nation for almost 
two centuries on the basis of the free 
choices of successive Congresses. I see 
nothing in our past record to make us 
fearful of our future performance. 

The President, in his economic report 
this last January raised an important 
concept-that of our expenditures as a 
proportion of our GNP. He suggested 
that it be reduced to 21 percent. This is a 
basic idea, and a good one. But it is one 
that would be carried out by future Con
gresses. We need not fear an inability to 
accomplish this, we have performed well 
in the past, and will continue to do so in 
the future. I thank the Chair. 

The PRESIDING OFFICER. The Sen
ator from Coiorado. 

Mr. HART. Mr. President, let me just 
say to the Senator from New York that 
the only thing we are binding ourselves 
to is a commitment to the American peo
ple that we will offer the tax cuts neces
sary to get us out of this recession only 
if we meet certain controls on spending. 

That is the only thing we are bind-

ing ourselves to. There iss nothing else 
that is binding. 

Mr. President, my staff and I started 
working on this project and this pro
posal almost a year ago. I feel that that 
proposal received a great deal of hear
ing here, on the floor of the Senate, 
for the first time here tonight. I am 
gratified by that. 

I am also gratified by the fact that 
my colleagues have come 90 or 95 per
cent of the way toward adopting that 
proposal. I compliment them for that. 

Mr. President, having achieved most 
of what I set out to do, I ask unani
mous consent that the order for the 
yeas and nays be vitiated and that the 
amendment be voted on by voice vote. 

Mr. MAGNUSON. Will the Senator 
yield now for a question? 

The PRESIDING OFFICER. Is there 
objection to the request? 

Without objection, it is so ordered. 
Mr. HART. I yield. 
Mr. MAGNUSON. Did the Senator not 

appear before the Committee on Ap
propriations just about 3 hours ago? Is 
that correct? 

Mr. HART. The Senator is correct. 
Mr. MAGNUSON. And he asked for 

further appropriations? 
Mr. HART. Within the authorization 

limits. 
Mr. MAGNUSON. All right within 

the authorization limits. That is what I 
am talking about. 

Mr. HART. May I answer the Sen
ator? 

Mr. MAGNUSON. Yes. I agree with 
him. I am going to vote with him. The 
trouble is, we make these speeches about 
all this and all the authorizations come 
down this high and we have to cut them 
down. When you talk about the deficit, 
it is controlled by what we expend, is 
that correct? 

Mr. HART. The Senator is correct. 
Mr. MAGNUSON. Appropriations, ex

penditures. My point is that if we want 
all these things, and the Senator him
self-his proposition was good. I think 
we need it. That is why, maybe, we 
should have the flexibility that the 
Senator from New York talks about. 
This is something we need. He made a 
good case. We are going to agree with 
him. But it added, did it not? It added 
to the appropriation. 

Mr. HART. It was less than the ad
ministration requested. 

Mr. MAGNUSON. Well, all right. I do 
not think any of you get my point, that 
you keep coming down there wanting 
more. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Colorado. 

The amendment was rejected. 
Mr. NUNN. A parliamentary inquiry, 

Mr. President. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. NUNN. Under the previous unani

mous-consent order, was it not agreed to 
unanimously that there would be a roll
call vote on the Nunn coalition amend
ment immediately following the disposi
tion of the Hart amendment? 
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The PRESIDING OFFICER. That is 
correct. 

Mr. HARRY F. BYRD, JR. A parlia
mentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HARRY F. BYRD, JR. Will this 
be 15-minute rollcall or a 10-minute one? 

The PRESIDING OFFICER. This is to 
be a 10-minute rollcall under the order 
previously entered. 

NAYS-20 
Abourezk Hathaway Muskie 
Bentsen Hollings Riblcoff 
Clark Javits Riegle 
Culver Kennedy Sar banes 
Curtis Mathias Stevenson 
Durkin Metzenbaum Weicker 
Glenn Moynihan 
PRESENT AND GIVING A LIVE PAIR, AS 

PREVIOUSLY RECORDED-1 
Paul G. Hatfield, against. 

NOT VOTING-14 
Mr. PROXMIRE. Mr. President, I ask Allen Eastland Melcher 

Sparkman 
Tower 
Wallop 

unanimous consent that this be a 15- · Anderson Goldwater 
minute rollcall under the circumstances, Bumpers Haskell 
because there is no preliminary vote now. ~~enicl ~~~~!ey 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so So the amendment (No. 4084) was 

agreed to. 
ordered. Mr. ROBERT C. BYRD. Mr. President, 

The question is on agreeing to the I move to reconsider the vote by which 
amendment of the Senator from Gear- the amendment was agreed to. 
gia. The yeas and nays have been or- Mr. CHILES. I move to lay that motion 
dered. on the table. 

The assistant legislative clerk called The motion to lay on the table was 
the roll. 

Mr. PAUL G. HATFIELD (after having agreed to. 
voted in the negative). On this vote, I Mr. ROBERT C. BYRD. May I be rec
have a pair with the distinguished Sen- ognized, Mr. President? Who is to be 

recognized? 
ator from Montana (Mr. MELCHER). If he The PRESIDING OFFICER. The Sen-
were present and voting he would vote 
"aye." I voted "nay." Therefore, I with- ator from Indiana. 
draw my vote. Mr. ROBERT C. BYRD. Will the Sen-

Mr. CRANSTON. I announce that the ator from Indiana yield to me? 
Senator from Alabama (Mrs. ALLEN), Mr. BAYH. I yield. 
the Senator from Minnesota; (Mr. AN- Mr. ROBERT C. BYRD. Mr. President, 
DERSON), the Senator from Arkansas may we have order in the Senate; 

The PRESIDING OFFICER. Will the 
<Mr. ·BUMPERS), the Senator from Missis- majority leader suspend? The Chair in-
sippi (Mr. EASTLAND), the Senator from tends to wait until we have order. we will 
Colorado (Mr. HASKELL), the Senator be patient, and we are prepared to wait 
from Minnesota <Mrs. HUMPHREY), the until there is order in the Chamber. Will 
Senator from Montana (Mr. MELCHER), the majority leader withhold until we 
and the Senator from Alabama (Mr. have order? 
SPARKMAN) are necessarily absent. The majority leader may proceed . . 

Mr. STEVENS. I announce that the Mr. ROBERT c. BYRD. I thank the 
Senator from New Jersey (Mr. CASE), Chair. 
the Senator from New Mexico (Mr. Do
MENICI), the Senator from Arizona Mr. 
GOLDWATER), the Senator from Idaho 
(Mr. McCLURE), the Senator from Texas 
(Mr. TOWER), and the Senator from 
Wyoming (Mr. _WALLOP) are necessarily 
absent. 

I further announce that, if present 
and voting, the Senator from New Mex
ico <Mr. DOMEN1c1) would vote "yea.." 

The PRESIDING OFFICER (Mr. 
GRAVEL). Have all Senators voted? 

The result was announced-yeas 65, 
nays 20, as follows: 

[Rollcall Vote No. 468 Leg.) 
YEAS-65 

Baker Hansen 
Bartlett Hart 
Bayh Hatch 
Bellman Hatfield, 
Blden Mark 0. 
Brooke Hayakawa 
Burdick Heinz 
Byrd, Helms 

Harry F., Jr. Hodges 
Byrd, Robert c. Huddleston 
Cannon Inouye 
Chafee Jackson 
Chiles Johnston 
Church Laxalt 
Cranston Leahy 
Danforth Long 
DeConcini Lugar 
Dole Magnuson 
.Eagleton Matsunaga 
Ford McGovern 
Garn Mcintyre 
Gravel Morgan 
Griffin Nelson 

Nunn 
Packwood 
Pearson 
Pell 
Percy 
Proxmire 
Randolph 
Roth 
Sasser 
Schmitt 
Schweiker 
Scott 
Stafford 
Stennis 
Stevens 
Stone 
Talmadge 
Thurmond 
Williams 
Young 
ZOrinsky 

THANKS TO ROTH-KEMP 

• Mr. HATCH. Mr. President, this eve
ning was a historic one, and the long ef
forts of Mr. ROTH and Mr. KEMP and 
others of us to provide a real tax cut has 
come closer to fruition with the passage 
this evening of the Nunn amendment of 
which I am a cosponsor. Now if the 
Budget Committee finally establishes 
control over spending in keeping with 
the Nunn amendment, the American 
people will finally get a tax cut. 

I submit for the RECORD an editorial 
from today's Wall Street Journal, which 
chronicles this struggle to provide a tax 
cut. Tonight we showed that this cut 
might be closer than the Wall Street 
Journal thought this morning. 

The editorial follows: 
UNMORTGAGE THE FUTURE 

When the dust finally settles on the tax bill 
currently before the Senate, a considerable 
change in philosophy will be apparent. Both 
houses have moved away from closing "loop
holes" toward promoting growth. Corporate 
tax reduction has become noncontroversial, 
if not almost a liberal position. The capital 
gains tax will not be raised but cut. But there 
is one element of the growth formula that 
Congress still refuses. Despite growing sup
port for the idea, it will not commit itself 
to a systematic program of tax reduction in 
future years. 

The House and Senate rejected the Roth
Kemp bill, various indexing proposals and 
most ot.her efforts to get us off the curent tax 

treadmill. The Senate Finance Committee did 
postpone some of its tax cuts to reduce the 
impact on the next year's deficit, but even 
this was opposed by the Budget Committee 
and the administration. They warned that 
voting tax reductions for future years would 
"mortgage the future." 

To put this matter in some perspective, it's 
only necessary to look at the long-range 
projections in, say, the administration's own 
mid-session budget review. They show that 
between 1978 and 1983, government receipts 
are expected to grow to $720.5 billion from 
$401.2 billion, an increase of $319.3 billion, 
or 79%. This is an average annual growth of 
12.4%, even thought.he numbers include the 
projected impact of the administration pro
posals for "tax reform and relief." In other 
words, even after the administration's al
leged tax cuts, tax receipts are going up 12% 
a year. It somehow seems to us that stopping 
this would not be mortgaging the future but 
unmortgaging the future. 

The current tax system, with inflation 
pushing everyone up through progressive 
rate brackets, is guaranteed to increase taxes 
faster than the growth in gross national 
product. It is especially important to keep 
this in mind in assessing claims by the Dem
ocratic leadership that the Kemp-Roth bill, 
a 33 % tax cut phased in over three years, 
would be an engine of infl.a.tion. The Demo
crats fully intend to "cut" taxes in those 
three years, and given the current Senate fes
tivities are in no position to quibble over 
amounts. Their position is essentially that 
one three-year tax cut is wildly inflationary 
but three one-year tax cuts are not. 

In fact, declaring rate reductions in ad
vance has two important advantages. First, 
it gives tax cuts an even break with expend
iture increases. Spending programs have long 
been voted in advance, often-indeed typi
cally-designed to start small in early years 
and escalate thereafter. For that matter, tax 
increases, such as the Social Security boosts 
taxpayers now face, are often voted in ad
vance. Faced with "uncontrollable" expenses 
from past programs, Congress then decides 
whether it can "afford" to reduce taxes in 
any particular year. Scheduling tax reduc
tions in advance would stop thts no-win 
game. 

Secondly, the prospect of lower tax rates 
in future years has economic effects now. It 
is being more widely recognized that tax 
cuts do have incentive effects, at least where 
marginal rates are unusually high, and do 
produce revenue feedbacks. The knowledge 
that taxes are going down in future years 
will affect current decisions, particularly 
long lead-time investment, and thus help 
the economy even before the lower rates 
take effect. 

The Kemp-Roth bill, the clearest em
bodiment of these principles was defeated 
in the senate Friday by a 60-36 vote in 
which Democrats, not surprisingly, domi
nated the majority. But the notion of cut
ting taxes in future years has spread across 
party lines. Sen. Gary Hart of Colorado 
joined Republicans Griffin, Dole and Brooke 
in proposing to index personal income tax 
brackets and exemptions, a good way to re
duce the tax take in future years. And the 
Senate will vote today on a proposal by Sen. 
Sam Nunn (D. Ga.), which essentially would 
phase the Kemp-Roth bill in over five years 
with a proviso to delay the scheduled cuts 
unless spending limits are met, thus finess
ing the usual objection to Kemp-Roth and 
laying bare the issue of whether to get off 
the treadmill. 

As the year's de·bate progressed, Congress
man Kemp, Sen. Roth and their allies some
times seemed to suggest incentive effects 
were so sure and so powerful that any level 
of expendl ture could be financed by cutting 
taxes fast enough. While this rhetorical ex-
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aggeration hurt their case, their bill has 
nonetheless been a moving force in the 
changes in tax philosophy we are witnessing. 
With the successful effort for capital gains 
tax cuts by Congressman Steiger and Sen. 
Hansen, it helped educate the Congress 
about incentives and revenue feedbacks. 
Even if this year's bill does not include a 
systematic multi-year program of tax rate 
reduc t ion, the idea of offsetting the present 
automatic increases has taken root. The 
foundation has been laid for some future 
Congress to unmortgage the future.e 

Mr. ROBERT C. BYRD. Mr. President, 
a religious holiday begins tomorrow eve
ning at 6 o'clock and extends until 6 
o'clock on Wednesday evening. This 
means that after 6 o'clock tomorrow 
evening, we will not have any rollcall 
votes until 6 o'clock on Wednesday. 
Business wil~ be transacted. There can 
be voice votes; rollcall votes can be or
dered. But out of deference to those Sen
ators who would be observing the holi
day, we have given them our word that 
there will be no rollcall votes, other than 
a procedural vote necessary to establish 
a quorum, and so on. 

That being the case, and in view of 
the fact that the Senate conferees on 
the tax bill need to be in conference on 
Wednesday and Thursday, possibly Fri
day and Saturday, in order to complete 
action on this bill Saturday-and hope
fully adjourn sine die at the close of 
business Saturday-I ask unanimous 
consent that a final vote on the commit
tee substitute and the bill occur no later 
than 6 p.m. tomorrow, with the under
standing that there be a time limitation 
of not to exceed 1 hour on any amend
ment. 

Mr. BAKER. Mr. President, reserving 
the right to object, I just say to the ma
jority leader that I only just now
meaning the last few minutes-learned 
of this proposed request. I have tried to 
confer with as many Members on this 
side of the aisle as possible in the brief 
time we have had. 

I notice that we have good attendance 
en this side, and I hope that Members 
who are agreeable to this or have con
cern about it will express their own views. 

My own concern, Mr. President, is 
whether or not there will be time between 
now and 6 o'clock tomorrow night to dis
pose of the several amendments. I wonder 
how many amendments we have to deal 
with and if the distinguished managers 
of the bill can give me some idea of how 
many amendments-that is, serious 
amendments-would be dealt with be
tween now and 6 o'clock tomorrow night. 

Mr. LONG. Mr. President. I am advised 
that there are about 25 amendments at 
the desk that are germane and about 10 
of them we regard as serious amend
ments, in that it will be important to the 
committee as to whether they are agreed 
to or not. AB to the others, I think we 
could live with them, if the Senate saw 
fit to agree to them. 

Mr. BAKER. Mr. President. further re
serving the right to object, if there are 
25 at the desk and 10 are serious, that 
is 10 hours. To do 10 hours of careful 
deliberation by 6 o'clock tomorrow night 
would be extremely difficult. But if the 

managers of the bill think that is pos
sible, I will withhold any objection at 
this point. 

However, I must say at this point that 
I am very concerned about that. 

Mr. LONG. If Senators would not be 
offended if the manager of the bill would 
move to table when he thinks their side 
has been heard adequately, with the 
understanding that when the other side 
rises to present their amendment, they 
make their presentation in chief, and if 
we think we have the votes, after a brief 
statement of ours, we would propose to 
table, SP that the debate would not drag 
on, we think we probably would make it. 

Mr. BAKER. Is the Senator talking 
about a tabling motion before the expira
tion of the hour provided for in the ma
jority leader's request? 

Mr. LONG. Yes. 
Mr. HEINZ. Mr. President, reserving 

the right to object, it would be helpful 
to try to establish, at least for a few of us 
who I. am sure have been trying to ob
tain recognition all afternoon and all 
evening, whether we might have the op
portunity to have our amendments called 
up at a reasonable time, at a time cer
tain. 

Mr. KENNEDY has an amendment. Mr. 
BAYH has an order to be recognized fol
lowing the conclusion of this discussion. 
I know that Senator DANFORTH has an 
amendment, as has Senator JAVITS, and 
there probably are others. 

Mr. LONG. Let us put it this way: 
Some of these are very important and 
significant amendments. From the point 
of view of those who are very much in
terested in a particular amendment, un
less they win, they are not going to think 
we spent adequate time debating it. 

Mr. HEINZ. The Senator misunder
stands. I am not talking about adequate 
time. I want to be sure we have some 
orderly method of procedure. 

Mr. LONG. It is all right with me. It is 
just that today we have withheld making 
motions to table, out of deference to 
Senators. 

For example, on the previous amend
ment, it was the judgment of the Sena
tor from Louisiana, after we heard that 
debate for the first hour, that the Senate 
was likely not to agree to the Hart 
amendment and would agree to the Nunn 
amendment; and I would agree to table 
the Hart amendment, just to get on with 
th,e business, except that I did not want 
to offend the Senator, to make him feel 
that we cut him short on the time we took 
on his amendment. 

If the Senate wants to move, so that 
the amendments of other Senators could 
be considered, we could move to table. 
rather than spend as much time in an
swering as the other side spends in de
bating. 

Keep in mind that any time I say 
something that the sponsor does not 
agree with, ordinarily he wants to re
spond. If we could make our statements 
and move to table, we would be inclined 
to do that. 

Mr. HEINZ. My concern is that we 
have some orderly procedure for recog
nition now. 

Yesterday, there were either 8 or 10 
straight recognitions on the Democratic 
side of the aisle-not yesterday, Satur
day-because a list was being kept up 
there. It was not an order; it was a list. 
In spite of the fact that it was not an 
order, you could not get recognized, be
cause the Chair had a list. 

If there were some agreement whereby 
the Chair would alternate recognition, 
as long as somone was seeking recogni
tion between the majority and the mi
nority sides, this Senator would not ob
ject. Some other may object. 

Mr. LEAHY. Mr. President, I recall be
ing in the chair during part of that 
time. The name of the Senator from 
Pennsylvania was added about 3 seconds 
after he requested it. The Senator was 
perhaps somewhat delinquent in getting 
his name up there. That might have 
been the reason for it. I do not think 
there was an attempt on the part of any
body in the chair--

Mr. HEINZ. I can solve the Sena
tor's problem. My name was the fourth 
name and the last name on the list from 
the night before, and that list was 
thrown away. Now, as Exhibit C, there 
was a list--

The PRESIDING OFFICER. The 
Chair would observe--

Mr. HEINZ. Mr. President, reserving 
the right to object, there was a list at the 
desk a few minutes ago when one of the 
Senators was in the chair. I asked that 
my name be put on the list. It was. I 
went back up to the desk and found a new 
list, and I found the list with my name 
on it crumpled up and put in the waste
basket. I will be happy to go up there 
and get it out of the wastebasket. 

The PRESIDING OFFICER. The Chair 
observes that there is a list here, and 
there are three Democrats and three Re
publicans on the list. 

Mr. SARBANES. Mr. President, re
serving the right to object. I would like 
to make the point right here, having 
presided in the chair, that there is no
thing in the Senate rules that sanctions 
those lists. 

Mr. ROBERT C. BYRD. Right. 
Mr. SARBANES. I suggest to this body 

in the circumstance-and we are almost 
through with this session-that in the 
next session, those lists should be aban
doned. They have no official status. They 
make it extremely difficult on the Pre
siding Officer. 

If a unanimous-consent order is ob
tained by Members which gives everyone 
the opportunity to object and insist that 
they be included, or if some other plan
ning be done, or some other sequence, 
that is a different proposition. But to be 
sitting in the chair and have Members 
come up and say, "Is there a list? If so, 
put my name on it," and someone else 
comes up and says, "Puf my name on 
it"-there is no sanction in the rules 
to do that. 

It places the Presiding Officer in an 
extremely difficult position. I frankly 
think it makes difficult to conduct the 
business of the Senate and it creates 
problems. I have a lot of sympathy in 
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what the Senator from Pennsylvania is 
saying. Simply on the basis of what he 
has asserted I suggest to the Members 
that those lists probably should be 
scrapped altogether. 

Mr. ROBERT C. BYRD and Mr. 
GLENN addressed the Chair. 

The PRESIDING OFFICER. The Sen
ator from West Virginia. 

Mr. ROBERT C. BYRD. Mr. President, 
the Senator from Maryland has stated 
it preeminently, accurately, and articu
lately. No lists are recognized in the rules. 
The Chair is supposed to recognize the 
Senator who first seeks recognition but 
it is in the discretion of the Chair to 
recognize whomever he wishes to recog
nize. But lists have no place. They do 
make it burdensome on the Presiding 
Officer and they are unfair to other Sen
ators who do not even know there is a 
list at the desk. Sometimes it can make 
it impossible for a Senator to get his 
amendment in at all because, depending 
on what degree his amendment is, he 
may have to offer it as a second degree 
amendment or he may have to offer it as 
a first degree amendment. It puts him at 
a disadvantage in many instances. 

So I hope we will get i:i,wav from the 
lists. I think the Senator raised a valid 
point. 

Mr. GLENN. Mr. President, reserving 
the right to object, I checked at the desk 
a few moments ago and was told there 
were probably somewhere over 200 
amendments still pending. I have no 
concept of how many of these are likely 
to be called up. But I am sure that some 
of us will not be willing to give up our 
right to call up amendments, just as
suming that our amendment would be 
one of the 10 that the floor manager 
mys he feels are important to this bill. 

We have excellent attendance in the 
Chamber here tonight. I ask the major
ity leader if it might be possible to poll 
the Members here and see how many 
are serious about bringing up amend
ments tomorrow. Perhaps we could as
certain whether that limit of 10 is valid 
as to what is important to the Senate. 
This is extremely important legislation. 
Some of us feel very strongly about 
amendments that we have put in and 
perhaps we could ascertain from the 
Members in the Chamber now a better 
count of how many would be expected 
to be brought up tomorrow because I am 
sure many Members would join me in 
not wanting to be iced out by any 6 p.m. 
limit tomorrow night. As to a bill of this 
importance and magnitude and impor
tance to the American people we should 
not be rushed into this with some 
amendments that we might wish to 
propose. 

Mr. LONG. Mr. President, once Sen
ators start objecting to amendments be
cauoo they are not gennane, because the 
amendments violaJte the budget, or be
cause they are drafted in such a fashion 
that it is not in order to present them 
now, no one had a right to complain 
about any other Senator doing some
thing that he had every right to do. 
Every Senator has a right to make a 
point of order that an amendment is not 
germane. So every Senator should talk 
to the Parliamentarian if he wants to 

call his amendment up and find out 
whether that amendment is germane. 
He should not waste the time of the Sen
ate by bringing up an amendment that 
the Parliamentarian is going to have to 
rule is nongermane. We consult the 
Parliamentarian and we know what 
amendments we think are germane. Also 
if they are subject to the Budget Act he 
can find out. So he does not need to 
waste the time of the Senate calling 
something up only to find that it violates 
the Budget Act and there! ore is not in 
order or that it is not germane or that 
the way it has been drafted is in such a 
fashion that the amendment cannot be 
considered except by unanimous consent 
because the probabilities are it is not 
going to be agreed to. If he is going to 
require unanimous consent, he better 
start clearing it on both sides of the 
aisle before he asks for it; otherwise, 
it will not be agreed to. 

I have been notified with regard to 
various amendments that there will be 
no waiver, that the consent will not be 
given. Oftentimes it is because the Sen
ator opposes the amendment. That being 
the case, if he does not agree to waive 
the defect, whatever it may be, that is 
the end of it. 

Now, if we will proceed in that fash
ion rather than make the leader, man
ager of the bill, or chairman of the 
Budget Committee, stand here and make 
the objection, then we are only talking 
about 25 amendments and we will save a 
huge amount of time if the sponsors of 
the other amendments will find out what 
the objection to that amendment might 
be. Then we can get down to real serious 
issues which are 25 amendments that 
should not be too much to do in 8 hours. 

Mr. ROBERT C. BYRD. Ten hours. We 
will come in at 8 a.m. That will give us 
10 hours. 

Mr. LONG. As far as I am concerned 
we can come in at 7 a.m. 

Mr. CANNON. Why not stay today 
and all night? 

Mr. JAVITS. Mr. President, reserving 
the right to object, in view of the fact the 
reason for this procedure is laid at the 
door of the Jewish holiday, it necessary 
I will object. I am not afraid to raise it 
at all. 

Mr. President, it is very serious busi
ness. I know we want to get home. But 
we cannot cheat America because we 
want to get home. So I for one will do my 
praying off the Chamber tomorrow night 
and will stay as long as it is necessary, if 
it is all night, to give every Member a 
chance to argue and debate his amend
ment. If he has only 10 minutes, he has 
that right. I will not keep the majority 
leader to his promise that we have to 
finish by 6 p.m. tomorrow night. So if 
necessary-I hope it will not be; I think 
it would be very embarrassing to me--I 
will object myself. 

Mr. RIBICOFF. Mr. President, I ex
press my appreciation and gratitude to 
the majority and minority leaders for the 
thoughtfulness and consideration of the 
religious convictions and sensibilities of 
five Members of this body. 

Unfortunately, the distinguished Sen
ator from Florida is not here. 

When I was aware of the dilemma that 

the leadership faced in this body, I con
sulted with the distinguished Senator 
from New York, the Senator from Ohio, 
and the Senator from Nebraska. We are 
members of the Jewish faith. We have 
been sent here by our constituents to do 
our duty. Under our religion when it is 
our obligation to perform our duty in 
the national interest it is permissible, I 
believe, for us to be here in the per
formance of our obligations to the peo
ple of our country and our respective 
States. 

Under the circumstances-and I regret 
that I do not see, and I tried to find the 
distinguished Senator from Florida-we 
have consulted together, the four of us 
who are here. This is a matter of such 
basic importance to all the people of our 
Nation, and we realize what this means 
for the entire schedule of the Senate and 
every Member here, we would not put 
that restriction-I regret that I cannot 
speak for the Senator from Florida. I 
tried to find him, but I cannot find him 
here. 

The Senator from New York, the Sen
ator from Nebraska, and the Senator 
from Ohio, and I will make arrange
ments somewhere irt this building to per
form our religious obligation, and if there 
is a basic vote we will be able to vote ac
cordingly. But we do not feel under these 
circumstances we have the right to ex
pect our other colleagues to give up what 
is absolutely essential in the performance 
of their duties and for us, and I do want 
to say we are deeply appreciative of the 
commitment made by the leadership and 
we respect them for it. But we will not 
hold the leadership under these circum
stances. It would be our hope, however, 
that we would stay as late as possible to
morrow night to finish this bill, and as 
I understand the colloquy between the 
manager of this bill and the majority 
leader, there is no reason why we cannot 
finish tomorrow night. 

I hope that those Senators who have 
an amendment that is not germane or 
would be ruled out in accordance with 
the budget procedure, would not call up 
that amendment and maybe we can fin
ish by 6 p.m. If we cannot, I am sure that 
we will all be willing to stay as late as 
possible. · 

I know the obligations and I know the 
burden also to members of the staff, and 
I pay tribute to the hard-working mem
bers of the staff who carry this burden 
also and happen to be of the same reli
gious faith. 

I am sorry to impose upon them the 
breach of what they consider proper. But 
again it is their duty to perform for the 
interests of our country and the interests 
of the Senate. 

So under those circumstances I regret 
that I cannot speak for the Senator from 
Florida, and if he disagrees, all of us will 
have to apologize to him for our making 
that decision, but we could not find him. 

Mr. JA VITS. Mr. President, will the 
Senator yield? 

Mr. RIBICOFF. I would be glad to 
yield. 

Mr. JAVITS. I would like to adopt what 
Senator RIBICOFF has said. I also feel that 
way. 

May I make a suggestion, if the Sena-
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tors would allow me. I think this is the I also hope we can finish tomorrow 
kind of a situation in which the two lead- night so that we will not have to go into 
ers or their attaches can call in the very Wednesday and finish the bill, not only 
Senators whom Senator LONG has iden- for the religious problems, but knowing 
tified and work it out with them so that what is involved in the conference, to 
everybody does get an opportunity and so get this together in a matter of such com
that we finish some time tomorrow night. plexity and the time it will take to get 
With this situation you now have ample . the papers ready to go to conference 
time. mean it will be absolutely essential, in 

I have, for example, a dozen amend- my opinion, to definitely finish this by 
ments. We winnowed them down to tomorrow night or we will be unable to 
three, and one that I share with Senator adjourn sine die by Saturday. This is 
DANFORTH, because I went and did ex- what I would request. 
actly what RUSSELL LoNG suggested, Mr. ROBERT c. BYRD. I thank the 
found out what was in order, what was Senator. I will not press the request. 
not, and will simply eliminate those that The Senators who have spoken and for 
are not. whom I had agreed that there would be 

We are not helpless, Mr. Leader. There no rollcall votes after 6 o'clock tomorrow 
are other Finance Committee bills, and night, made a very, very reasonable re
we. can always find a place to put what quest. We have observed that request be
we want to do there. So I really believe, fore, and I wanted to observe it on this 
sir, that you can work it out, and I hope, occasion. 
as Senator RIBICOFF had said, that you I appreciate the reasoning with which 
will not press this upon the Senate they have spoken tonight. I had hoped 
under the circumstances he has so prop- we could finish the bill tomorrow night 
erly described. because, as Mr. RIBICOFF has stated, if 

Mr. BAKER. Mr. President, will the we adjourn sine die Saturday it is going 
Senator yield to me for a moment? to be absolutely necessary to finish this 

Mr. ROBERT C. BYRD. Yes. bill tomorrow at some point. 
Mr. BAKER. Mr. President, in view of So, Mr. President, I hope that Senators 

this colloquy-and I express my per- will all keep this in mind tomorrow. 
sonal thanks and appreciation to the I hope the Parliamentarian can ar
distinguished Senators from New York range to have a listing of amendments 
and from Connecticut for their remarks that are not germane, of amendments 
in this respect-in this view I think that are out of order, because they go 
there is nothing I can add except to say to different places in the bill or are out 
that I think it would be far preferable to of order for other reasons, and let us 
simply resolve tonight that we will try have that list by tomorrow morning, if 
our best to finish tomorrow night. I will it is not already available. This may be 
pledge to the majority leader that I will helpful as we proceed tomorrow. 
cooperate in that respect. I think it will So, with that understanding, Mr. 
eliminate a lot of problems on this side President, that we try to complete action 
of the aisle, and I suspect on the other, on the bill tomorrow night, I witbdraw 
not to put a rigid 6 o'clock time but the request. 
rather represent that all of us will try Mr. BAYH. Mr. President, I regret that 
to complete this bill as rapidly as we the amendment of the Senator from In
can and, hopefully, tomorrow night. diana now that I will ask the clerk to 

Mr. STEVENS. Mr. President, reserv- report, 3992, has been kicking around 
ing the right to object, I think the com- since this morning, and I will explain 
ments made by the Senator from New why in just a moment. 
York and the Senator from Connecticut Mr. ROBERT c. BYRD. Mr. President, 
lead to the conclusion that we should will the Senator yield? 
do everything we can to accord them Mr. BAYH. I yield to the majority 
the privilege of offering any amend- leader. 
ments they might have to this bill before 
6 o'clock, if that should be worked out. 

Second, I have just been given a "Dear 
Colleague" letter that indicates that the 
Glenn amendment will come up in an
other form and that there has been in
dication that the amendment is germane. 

I have no indication whether the 
amendment was filed by the time cloture 
was voted, but I hope that the majority 
leader will not insist on a 1-hour limita
tion on these amendments until we see 
what amendments are going to be called 
up. I would be perfectly willing to go to 
a 1-hour limitation--

Mr. RIBICOFF. Mr. President, will the 
Senator yield? 

Mr. ROBERT c. BYRD. Yes. 
Mr. RIBICOFF. I hope that one of the 

controversial amendments that will take 
a considerable amount of time can be 
laid down tonight, and that the Senate 
will come in early tomorrow morning so 
that we can feel that by 9 o'clock we will 
have the first vote on a controversial 
one. 

ORDER FOR THE CONSIDERATION OF S. 2566 WITH 
A TIME LIMITATION THEREON 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that when the 
Senate completes its work on the tax 
bill today that it proceed to the consid
eration of S. 2566, the Pennsylvania Ave
nue Corporation bill, with a 20-minute 
time limit, this to be divided equally; 
with a time limitation on any amend
ment of 5 minutes. 
ORDER FOR THE CONSIDERATION OF S. 791, WITH 

A TIME LIMITATION AGREEMENT THEREON 

Therafter, the Senate will proceed to 
the consideration of S. 791, the omnibus 
parks bill, with a 30-minute time limita
tion, with the time to be equally divided, 
and a time limitation on any amendment 
thereto of 5 minutes. 

Mr. BAKER. Mr. President, reserving 
t.he right to object, and I have no inten
tion of objecting at this moment, but if 
the majority leader will withhold for just 
a moment, I have not been able to clear 
the first request on our calendar, and I 

wonder if the majority leader would give 
me just a moment? 

Mr. STEVENS. Mr. President, reserv
ing the right to object, and I shall not 
object, it is my understanding that S. 791 
is the omnibus parks bill. I have no ob
jection to considering S. 2566 which, I 
understand, has a slight amendment, as 
long as we are not going to incorporate 
the provisions of the second bill in the 
first one. We are working on some 
changes to that bill and we are not pre
pared yet to-

Mr. ROBERT C. BYRD. Mr. President, 
does the Senator object to either or both 
of the requests? 

Mr. STEVENS. I have no objection to 
S. 2566 which, I understand, is the Penn
sylvania A venue Corporation bill, which 
has an amendment to be offered by the 
Senator from Arizona. There is no prob
lem about that as long as it is not an 
amendment that goes to the subject 
matter of S. 791. I would have no objec
tion. 

Mr. MAGNUSON. Mr. President, re
serving the right to object, the Senator 
from Alaska and I are concerned about 
an Executive Calendar bill which amends 
the International Convention for the 
High Seas Fisheries of the North Pacific 
Ocean. I was wondering can we have an 
Executive Calendar-the Senator from 
Alaska and I are concerned, and we have 
to get this done before we quit, about a 
protocol amending the International 
Convention for the High Seas Fisheries 
of the North Pacific Ocean. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, could we have the attention of the 
Senator from Alaska? 

The PRESIDING OFFICER. Will the 
Senator suspend? 

Mr. ROBERT C. BYRD. Can we have 
the attention of the Senator from 
Alaska? 

Mr. MAGNUSON. I told the majority 
leader and asked him, we are very con
cerned, the Senator and I, about this 
North Pacific Fisheries Treaty which is 
on the Executive Calendar. There is no 
objection to it, and I do not know why 
it is being held up. Can we pass it right 
now? There is no objection whatsoever. 

Mr. STEVENS. I am deeply interested, 
and I think all of us from the Pacific 
Northwest are, because that meeting is 
scheduled to take place almost im
minently, and we would like to see that 
cleared. But I do know that there is an 
objection to it. 

Mr. BAKER. Mr. President, I think the 
matter can be disposed of tomorrow. I 
am not in a position to agree to it to
night. 

Mr. MAGNUSON. If we can get agree
ment it will not take 2 minutes. 

Mr. BAKER. I am sorry. I would like 
to accommodate the distinguished chair
man of the Appropriations Committee, 
and I think I will be able to do this to
morrow, but I cannot do that tonight. 

Mr. MAGNUSON. I thank the Senator. 
The PRESIDING OFFICER. Is there 

objection? 
Mr. BAKER. Mr. President, reserving 

the right to object, can the majority 
leader identify for me again the items he 
referred to in his request? 

Mr. ROBERT C. BYRD. S. 2566, the 
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Pennsylvania Avenue Corporation bill, 
ands. 791, the Omnibus Park bill. They 
are both House messages. 

Mr. JAVITS. Mr. President, will the 
Senator withhold that for just a few min
utes? I am trying to check. 

The PRESIDING OFFICER. Will the 
Senator suspend? I cannot even hear 
from the chair, much less the Members of 
the Senate. Will Senators suspend until 
we can get order, and hear what business 
is being transacted? 

Mr. STEVENS. Has the Chair regis
tered my objection? 

The PRESIDING OFFICER. The Chair 
will not permit the transaction of busi
ness until there is order. 

Mr. BAKER. Mr. President, Mr. Presi
dent, Mr. President--

The PRESIDING OFFICER. The Chair 
does not propose to permit any transac
tion until there is order in the Chamber. 

Mr. ROBERT C. BYRD. Will the Chair 
let the minority leader object? 

The PRESIDING OFFICER. The Chair 
now recognizes the majority leader. 

Mr. ROBERT C. BYRD. I respect the 
Chair for trying to get order. That is the 
duty of the Chair, to get order, and to 
maintain order if it can be done. 

The PRESIDING OFFICER. Attaches 
will please take their seats, so that busi
ness can be transacted. 

The Chair recognizes the minority 
leader. 

Mr. BAKER. I thank the Chair. 
Mr. President, I reluctantly must say 

that neither item, S. 2566 or S. 791, is 
cleared on this side. I hope we can clear 
them later, but it is necessary for me to 
object tonight, and I do object. 

The PRESIDING OFFICER. Objection 
is heard. The Senator from Indiana has 
the floor. 

Mr. BAKER. Mr. President, I wonder if 
the majority leader could indicate to me 
whether there will be any more rollcall 
votes this evening. 

Mr. ROBERT C. BYRD. Mr. President, 
if I might have the attention of the man
ager of the bill (Mr. LONG), is it antic
ipated that there will be further rollcall 
votes today? 

Mr. LONG. Well, Senator, I would hope 
that before we conclude today Mr. BAYH's 
amendment could be laid down, and if no 
one insists on a rollcall vote, we could 
vote on it, or if someone insists on it, if 
the Senate does not want to vote on it 
this evening, or someone objects, we can 
vote on it tomorrow when Senators 
come in. 

Then I would hope that after we con
clude that, we could call up H.R. 8533, a 
House-passed bill to which I understand 
there is no objection in the Senate, and 
add to that the waterway user measure; 
I think that issue has been compromised 
to where all sides are willing to go along, 
so far as I can determine, and we can 
send both the waterway tax and locks 
and dam 26 over to the House on that 
bill. 

That is all I contemplate doing this 
evening, and then we can come back to
morrow and resume work. 

Mr. ROBERT C. BYRD. Very well. 
I thank the chairman. 

Mr. LONG. If that runs into a snag, we 
will have to continue on that tomorrow. 

ORDER FOR RESUMPTION OF THE 
UNFINISHED BUSINESS TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that tomorrow 
morning at 8 o'clock the Senate resume 
consideration of the tax bill. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR RECESS UNTIL 7: 30 A.M. 

Mr. ROBERT C. BYRD. I ask unani
mous cons·en-t that when the Senate com
pletes its business today, it stand in recess 
until the hour of 7: 30 tomorrow. 

The PRESIDING OFFICER. Without 
-objection, it is so ordered. 

REVENUE ACT OF 1978 

The Senate continued with the consid
eration of H.R. 13511. 

The PRESIDING OFFICER. The Sen
ator from Indiana is recognized. 

AMENDMENT NO. 3992 

Mr. BAYH. Mr. President, for the in
formation of my colleagues, I have no 
desire to ask for a rollcall vot·e on this 
amendment. Any Member, of course, 
would be within his rights to do so. 

The PRESIDING OFFICER. Will the 
Senate please be in order? The Senator 
is entitled to explain his amendment, and 
I think he should be given an opportunity 
to do so. 

Mr. MAGNUSON. Mr. President, will 
the Senator yield for a unanimous-con
sent request? 

The PRESIDING OFFICER. The 
Chair will not entertain the transaction 
of business until we have order. Will Sen
ators who choose to transact personal 
business accommodate the remainder of 
the body by doing it in the cloakrooms? 

Will Senators show the courtesy to 
their colleagues of permitting the Sen
ate to go forward in its transaction of 
business? 

The Senator from Indiana may pro
ceed. 

Mr. BAYH. Mr. President, the amend
ment I present to the Senate now is one 
which was brought--

Mr. PROXMIRE. Mr. President, will 
the Senator use his microphone, please? 

Mr. BAYH. I am using my microphone, 
I would say to my colleagues. I do not 
know why they are not hearing. 

The amendment was brought up ear
lier this morning--

Mr. DOLE. Mr. President, may we have 
order? 

Mr. HANSEN. Mr. President, may we 
have order? 

Mr. BAYH. And was subject to a point 
of order, since we had reached the reve
nue floor for purposes of the budget reso
lution. 

So the Senator from Indiana revised 
his amendment, so that it would not take 
effect until the beginning of the next fis
cal year, and thus there would be no 
revenue loss. As originally presented, the 
revenue loss would have been $1 mil
lion for calendar year 1979, and since 
that would have left only 9 months in the 
fiscal year, the amendment would only 
have cost about $750,000; but that is 

moot, because as it is revised there would 
be no revenue loss this year. 

I delayed in presenting the amend
ment, because I hoped there would be 
amendments passed which raised reve
nue and provided room for my proposal 
under the budget resolution. Unfortu
nately this has not occurred. I would 
hope, however, that in conference t~e 
distinguished chairman of the Finance 
Committee would consider making the 
amendment effective on January 1, 1979, 
if further amendments or action in con
ference make this possible under our 
budget procedures. 

This amendment would make financ
ing through industrial development 
bonds more available to communities 
participating in the urban development 
action grant (UDAG) program. 

My amendment, Mr. President, would 
not increase the small issue exemption 
beyond the $12 million provided for in 
t!le Finance Committee bill. It would, 
however, permit IDB financing for fa
cilities involved in a UDAG program 
which will be worth more than $12 mil
lion and up to $20 million. Under the ' 
committee's bill, eligibility for the small 
issue exemption is lost if the total ex
penditures for the facilities exceed the 
$12 million limit. More simply put, if 
my amendment were enacted there could 
be up to $12 million in IDB financing for 
a UDAG facility worth up to $20 million. 

I believe, Mr. President, that the 
change I propose will be extremely help
ful to the 181 communities presently 
participating in the UDAG program and 
the scores more which will participate 
in the future. That program has not been 
a total Federal subsidy. On the contrary, 
UDAG money has acted as seed money 
to attract many times more private dol
lars into projects to revitalize and re
claim severely distressed urban areas 
and neighborhoods. On an average, each 
UDAG dollar has attracted $5 from pri
vate sources. In some instances the ratio 
has been as low as one Federal dollar to 
30 private dollars. 

The UDAG program is an integral 
part of President Carter's urban policy, 
and it has had broad support in this 
body. It makes such good sense to stimu
late private investment in our urban 
areas to help reverse the economic de
terioration, high unemployment, out
ward migration, and housing abandon
ment which have plagued so many of our 
cities. 

And it is because I believe so strongly 
in addressing the problems of distressed 
urban areas that I propose this amend
ment. As interest rates grow higher, the 
cost of financing facilities in UDAG pro
grams will become increasingly burden
some. In some instances, high financing 
costs for private capital will limit the 
scope of the project. In others, parties 
with much to offer will be discouraged 
from taking part in the UDAG program. 

To insure maximum participation and 
projects of the highest quality I believe 
it is important that we provide at least 
some low cost financing to the private 
investors who are willing to address our 
great urban problems. This could be ac
complished through industrial develop-
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ment bonds if we were to provide tax 
exemption for !DB's even though the fa
cilities they financed cost more than $12 
million, which they do in many in-
stances where UDAG grants have been 
extended. 

My amendment would give such an 
exemption, Mr. President, and I believe 
that for a very small loss in tax reve
nues it will provide a strong impetus to 
our urban program and bring much 
needed help to our distressed urban 
areas. I hope my colleagues will agree 
and that the amendment will be accept
ed by the Senate. 

Mr. NELSON. Mr. President, may we 
have order in the Senate so we can hear 
the Senator? 

The PRESIDING OFFICER. The Sen
ator is quite correct. I will ask the Sen
ator from Indiana to withhold until 
there is order in the Chamber. We are 
prepared to sit here until there is order. 
It is only 20 minutes to 11. We have a 
lot of time. 

Mr. BA YH. The Senator from Indiana 
can be :finished in just 1 minute, I will 
say to my colleagues. 

The PRESIDING OFFICER. But I 
would like the Senator from Indiana to 
have the attention of the Senate for that 
1 minute. If it takes 5 minutes to do that 
the Chair is prepared to do that. ' 

Mr. NELSON. Mr. President, there are 
still Members conversing on the floor. 
The Senate is not in order. 

The PRESIDING OFFICER. I 
thought it was quiet for a moment, but 
the Senator is correct. Will the staff 
members please take their seats? Will 
Senators please take their private con-
11ersations to the cloakrooms? 

Does the Sena tor from Wisconsin 
think the orde1· is proper at this point? 

If so, the Senator from Indiana may 
proceed. 

Mr. BAYH. Mr. President, I find the 
silence deafening. I have three Points 
to make. . 

First, the combination of urban de
velopment grants and industrial devel
opment bonds brings private capital into 
the development of our cities; second, 
this helps to prevent the blight of our 
major metropolitan areas; and, third, 
this provides jobs for those who partic
ipate in the building projects. 

(Mr. SARBANES assumed the chair.) 
Mr. PROXMIRE. Will the Senator 

from Indiana yield, Mr. President? 
Mr. BAYH. I yield to my distinguished 

colleague. 
Mr. PROXMIRE. Is this amendment 

opposed by the Treasury Department or 
approved by the Treasury Department? 

Mr. BAYH. Well, in all candor, I have 
to say it has luke warm opposition. 
Let me say to my friend from Wis
consin what the exact facts are. The 
administration, President Carter, pro
posed that the limit for !DB's be raised 
to $20 million, but that these bonds be 
limited to distressed areas. 

I ask unanimous consent that a letter 
I have received from Donald c. Lubick, 
Department of the Treasury, dated Sep
tember 29, 1978, be printed in the REC
ORD at this point. 

There being no objection, the letter 
CXXIV--2189-Pa.rt 26 

was ordered to be printed in the RECORD, 
as follows: 

Hon. BmcH BAYH, 
U.S. Senate, 
Washington, D.C. 

WASHINGTON, D.C. 
September 29, 1978. 

DEAR SENATOR BAYH: This is in reply to 
your letter of September 25, 1978. You pro
pose an amendment to relax the capital ex
penditure test to $20,000,000 for facilities 
that have received UDAG grants. You cor
rectly point out that your proposal would not 
go beyond what would be permitted under 
the President's urban program. 

The urban program, of course, was condi
tioned upon a reduction in the volume of 
tax-exempt industrial development bonds 
under the small issue exemption, by a repeal 
of the 1{eneral exemption save for distressed 
area financing. 

Since neither the House bill nor the Sen
ate Finance bill adopted the reduction rec
ommendation, we would be reluctant to ac
cept an addition to the level of small issue 
industrial financing by an add-on provision. 
Recognizing that total repeal of the exemp
tion is not likely, we would, however, accept 
and support your amendment if combined 
with a maintenance of the- small issue ex
emption at present law $1 million and $5 
millon levels. 

Sincerely, 
DONALD C. LUBICK. 

Mr. BAYH. The administration says it 
does not oppose the $20 million capital 
expenditure level proposal but it opposes 
the raising of the 1 and 5 figures to 2 
and 12. Because my amendment does not 
address the 2 and 12 figures, the admin
istration thus opposes my proposal. 

Mr. PROXMIRE. I can understand 
their opposition to the committee posi
tion, which I share. I think that was a 
mistake. After all, industrial revenue 
bonds are something that can be very 
easily abused. What happens, of course, 
is that industry goes into a city and is 
able to borrow money at a subsidized rate 
well below market. Right now, that is 
particularly advantageous because inter
est rates are so high. In this case, the 
Senator would permit it to go to $12 and 
$20 million on the overall structure. 

Mr. President, as I understand it, and 
I have talked to the Senator from Indi
ana about this several times, we discus
sed it this morning, under the circum
stances, with the support of the commit
tee, I simply want to be recorded as op
posing the amendment. I will not ask for 
a rollcall. 

I think this is a mistake. It is not the 
way to spend $20 million. It should be 
spent in neighborhoods where the poor 
live rather than the downtown areas, 
which every mayor wants to spend the 
money in to make his city attractive. 

I understand the Senator's views, but 
I do oppose the amendment. 

Mr. BAYH. I appreciate the thought
fulness of the Senator from Wisconsin. I 
share his concern that we have invest
ment in the neighborhoods. He is abso
lutely right. That is where a lot of that 
abject poverty is located. I feel a little 
different from him in thinking that if 
we can refurbish the downtown areas, 
we are really providing job opportunities 
for those who live in the neighborhoods. 
I appreciate his courtesy at this hour of 
the night. 

The PRESIDING OFFICER. The ques-

tion is on agreeing to the amendment, as 
modified. 

The amendment, as modified, was 
agreed to. 

Mr. BAYH. Mr. President, I move to 
reconsider the vote by which the amend
ment was agreed to. 

Mr. DURKIN. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

SEVERAL SENATORS. Mr. President? 
The PRESIDING OFFICER. The Sen

ator from Louisiana. 
Mr. LONG. Mr. President, I was plan

ning to ask for unanimous consent to 
discharge the committee from consider
ing H.R. 8533 and to off er a compromise 
on the inland waterways, which was ap
proved by Mr. DoMENICI and which is 
approved by the administration, so far 
as I can determine, and which is also 
agreeable, in the spirit of compromise, 
by the waterway users. We thought we 
had worked the matter out in a way that 
there would be no objection to it and 
that it could pass almost by unanimous 
consent. 

Apparently, the Senator from Wiscon
sin <Mr. PROXMIRE) has some objection 
to it. He is rather concerned about the 
matter and does not want the bill to be 
voted tonight. I would hope we would 
have the opportunity to discuss that mat
ter with the Senator between now and 
sometime tomorrow when perhaps we 
might consider the matter. That being 
the case, I will not seek to bring the mat
ter before the Senate at this time. 

The PRESIDING OFFICER. The 
Senator from New Hampshire. 

AMENDMENT NO. 4021 

(Purpose: To simplify Federal income tax 
forms and instructions) 

Mr. DURKIN. Mr. President, I call up 
amendment No. 4021 and ask for its im
mediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from New Hamp-shire (Mr. 

DURKIN) proposes an amendment numbered 
4021. 

Mr. DURKIN. Mr. President, I ask 
unanimous consent that further reading 
be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 223, line 24, insert the following: 
"(c) TASK FORCE.-(1) The Secretary of 

the Treasury Department shall establish a 
task force which shall conduct a study and 
investigation with respect to methods of 
simplifying Federal individual income tax 
return forms and instructions accompanying 
such forms. 

(2) The task force shall report from time 
to time on its progress directly to the Secre
tary and shall submit a final report to the 
S-acretary which includes its findings with 
respect to simplification of such tax forms 
and instructions and any recommendations 
with respect thereto. Such final report shall 
be submitted by such time as is necessary 
to enable the Secretary to file the report 
called for in subsection (4) of this Section. 

(3) The Secretary is authorized to appoint 
such employees, not in excess of 10, as may 
be necessary to carry out the functions of 
the task force without regard to the provi
sions of chapter 51 and subchapter III of 
chapter 53 of title 5, United States Code, ex-



34822 CONGRESSIONAL RECORD- SENATE October 9, 1978 · 

cept th~t such employees shall not be pa.id 
at a rate in excess of the annual rate of pay 
under grade GS-18 of the General Schedule 
under section 5332 of such title 5. 

(4) The Secretary, after studying the re
port and recommendations of the task force, 
shall, not later than two yea.rs after the date 
of enactment of this Act, submit a. report 
to the Congress on the findings of the task 
force, together with his recommendations, 
including such recommendations for legisla
tion as he finds necessary for simplifying 
Federal indi vidua.l income tax return forms 
and instructions accompanying such forms." 

Mr. DURKIN. This amendment pro
vides that the Secretary of the Treasury 
will establish a task force which shall 
report back to the Secretary, and the 
Secretary will report to the Congress 
within 2 years, on ways in which to sim
plify the individual tax forms. I have 
given up hope trying to simplify the tax 
code at present. 

The GAO study indicated that the tax 
form itself could be made such simpler 
with the result that the great majority 
of Americans would be able to fill out 
their own tax returns, at least those tak
ing the standard deduction. 

Mr. President, as I said the other day 
when I introduced this amendment as a 
separate bill, this provision is modest in 
scope, but it can have a significant im
pact on the effectiveness and f aimess of 
our tax system. 

This amendment would require the 
Treasury to submit to the Congress, 
within 2 years, recommendations on how 
to simplify the 1040 and 1040A forms and 
instructions. 

The amendment would not change a 
single substantive provision in the Inter
nal Revenue Code. But it would, I hope, 
make that code more understandable and 
make April less of a traumatic month 
for all of us. 

The amendment differs from the sep
arate legislation I introduced last week 
by deleting the separate authorization 
which the earlier bill provided to develop 
these recommendations. I believe that 
the Treasury can find the salary and ex
pense funds needed to meet the require
ments of this provision. In addition, the 
amendment provides for excepted au
thority so that the Treasury can employ 
up to 10 outside experts to develop these 
recommendations. I expect that the 
Treasury would use this provision to em
ploy outside graphics and communica
tions people to complement their own re
sources. 

Mr. President, improving the forms 
and instructions that the vast majority 
of Americans use to meet their obliga
tion to support the general Government 
through the income tax offers a number 
of important benefits to the Government 
and to all individual taxpayers. Clearer 
forms and instructions would increase 
public confidence and understanding 
about the tax code. They would reduce 
involuntary errors such as simple arith
metic mistakes. They would help the tax
payer get all of the benefits that he or 
she is entitled to receive. And they would 
help remove some of the murkiness that 
now seems to engulf the governmental 
process. 

The General Accounting Office has re
cently reported to the Congress that fur
ther simplification of the tax forms and 
instructions are, to quote from the re-

port, "both needed and possible." The 
GAO report showed how these reforms 
can be carried out. I believe that any 
Senator who looked at their report would 
agree that the results are, indeed,. inf?.
nitely superior to the current exercise m 
clutter and confusion. 

Mr. President, I understand that this 
amendment is acceptable to "the floor 
managers of the bill. 

I understand that the Treasury sup
ports my amendment. 

For the benefit of every American who 
must face the complex and befuddling 
1040 and 1040A tax forms, I urge the 
adoption of my amendment. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. DURKIN. Mr. President, I move 

to reconsider the vote by which the 
amendment was agreed to. 

Mr. RIEGLE. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. . 

Mr. DURKIN. I thank the distin
guished manager and the distinguished 
ranking Member. 

Mr. NELSON. Mr. President, I wonder 
if I might make an inquiry of the man
ager of the bill, the Senator from 
Louisiana. 

Did I understand that the Senator did 
bring up or was bringing up locks and 
dam 26 at some stage? 

Mr. LONG. I had intended to, but I 
was informed by the Senator's colleague, 
the senior Senator from Wisconsin, that 
he was opposed to it and he has very 
serious objections. 

Mr. NELSON. I did not understand 
that. 

I had mentioned last night, and ear
lier, that I would like to lay down an 
amendment tonight if we could agree 
upon a time. I have two amendments to 
the bill, both of them major, both of them 
dealt with in the Committee on Finance. 
One of them is on the capital gains tax 
and one of them involves accelerated 
depreciation, for which I shall be offer
ing a substitute amendment for a 3-year 
depreciation. 

I do not know what the schedule is, but 
I have talked to Senator BENTSEN. He is 
agreeable to a time limitation. He is 
available between 9: 30 and 10: 30. If 
that time is not occupied, I should like 
to call up the amendment, and agree to a 
vote at 10:30 tomorrow morning, with a 
1-hour time limit--! do not think we 
shall use it all-then lay it aside for any 
amendments. 

Mr. LONG. We talked about coming in 
at 8 tomorrow. I think we will take up 
this bill, I think the Senator said before 
8. It is all right with me for the Senator 
to lay the amendment down now, and 
then, of course, to take it up as the first 
order of business when we come in 
tomorrow. 

Mr. NELSON. I believe Senator BENT
SEN is not available at that time. 

Mr. LONG. I do not know about that. I 
do not know about anybody's plans. 

Mr. NELSON. Could we take it up at 
9 :30 and vote at not later than 10? 

Mr. LONG. The only thought that oc
curred to me is that I hoped we would 
not lose the time from the time we come 

in until that point. It is all right with me 
to give up unanimous consent that, as 
·soon as the Senate has completed what
ever i·t is working on at 9: 30, the Senator 
be recognized to call up his amendment 
at that point. 

AMENDMENT NO. 448:!· 

Mr. NELSON. I ask unanimous con
sent on this amendment, which I shall 
identify-it does not have a number-as 
an amendment to the tax law to provide 
for accelerated depreciation for small 
business-and to identify the amend
ment for the desk, it reads, "Beginning 
with line 24, on page 312, strike through 
line 12 on page 313 and insert in lieu 
thereof." That is the amendment I intro
duced earlier today. 

I ask unanimous consent that at the 
conclusion of-what is it that the man
ager is willing to do? 

Mr. LONG. That as soon as the Sen
ate has acted on whatever amendment 
may be before the Senate at that time, 
the Senator from Wisconsin be recog
nized to call up his amendment. In other 
words, if we are considering some other 
amendment at 9:30, as soon thereafter 
as that has been disposed of, that the 
Senator from Wisconsin be recognized 
to call up the amendment to which he 
has made reference. 

Mr. NELSON. I ask unanimous con
sent for a 1-hour time limitation, with 
the time equally divided with the Sena
toi· from Texas. 

Mr. LONG. I believe the Senator is 
under the impression that the Senator 
from Texas would not object to that 1-
hour limitation. 

Mr. NELSON. He would not. 
Mr. HANSEN. Reserving the right to 

object, Mr. President, I just happened to 
note that a number of Senators have 
amendments that they hope might be 
considered tomorrow. I am a little reluc
tant to enter into an agreement to vote 
at a time certain or not later than a 
time certain tomorrow morning. It is not 
my intention to delay a vote on this, but 
I shall have to object to the specific 
unanimous-consent request that the 
Senator made. 

The PRESIDING OFFICER. The 
Chair will observe that no time certain 
was set, either for considering the 
amendment or voting upon it, other than 
that it would follow upon the disposition 
of whatever amendment was pending at 
9:30. . 

Mr. HANSEN. Maybe I misunderstood 
the distingu.ished Senator from Wiscon
sin. I thought his request included the 
proviso that it be brought up at 9:30, 
with the vote to occur not later than 1 
hour. 

Mr. NELSON. That had been my re
quest, but the manager of the bill made 
the later suggestion just repeated by the 
Chair. 

Mr. HANSEN. I have no objection to 
its being called up at a certain time. It 
may very well be that it can be disposed 
of quicker, but I would not want to get 
into a posture where we agree to vote at 
not later than a time certain. 

Mr. NELSON. That is not the request. 
The PRESIDING OFFICER. Without 

objection, the unanimous-consent re
quest is granted. 
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Mr. STEVENS. There was no time 

limit on that, was there? 
Mr. HANSEN. That is right. 
The PRESIDING OFFICER. The 

unanimous-consent request, as stated by 
the manager of the bill, as the Chair 
understood it, was that it would be in 
order for the Senator from Wisconsin 
to lay down the identified amendment 
upon the disposition of whatever amend
ment would be pending at 9:30, what
ever time that might be, and that there 
would be a 1-hour time limit on the 
amendment, to be equally divided. 

Mr. STEVENS. Reserving the right to 
object, if I may, does that waive any 
point of order of germaneness? 

The PRESIDING OFFICER. No, it 
does not. 

Mr. STEVENS. It amounts to a 1-hour 
time limit on the amendment of the 
Senator from Wisconsin? 

The PRESIDING OFFICER. To be 1 
hour limited to considering the amend
ment of the Senator from Wisconsin. 

Mr. HANSEN. Does it follow, Mr. 
President, that we would vote at the ex
piration of that 1 hour's time? 

The PRESIDING OFFICER. That is 
correct. 

Mr. HANSEN. I would like the RECORD 
read back, because that is precisely the 
point that the Senator from Wyoming 
attempted to make. I thought he was as
sured that we are not getting into a situ
ation or a posture where we will vote at 
a time not later than a time certain. That 
is exactly what I tried to ask about. 

Mr. LONG. Mr. President, the way the 
Chair stated the unanimous-consent 
agreement just before it was agreed to, 
the Senator from Wyoming was correct 
in assuming that there would be no 1-
hour limitation. I ask unanimous consent 
that there be no limitation on the debate 
prior to the vote on that amendment. 

The PRESIDING OFFICER. Is there 
objection to the unanimous-consent re
quest as modified, just modified by the 
manager of the bill? 

Mr. HANSEN. I have no objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
AMENDMENT NO. 3996 

(Purpose: To eliminate the WIN credit and 
include WIN recipients under the targeted 
jobs credit) 

Mr. BELLMON. Mr. President, I call 
up amendment 3996 and ask that it be 
stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Oklahoma (Mr. BELL

MoN) proposes amendment numbered 3996. 

Mr. BELLMON. I ask unanimous con
sent that further reading of the amend
ment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendent is as follows: 
On page 264, strike out lines 6 through 10. 
On page 264, line 20, strike out "or". 
On page 264, line 21, strike out the period 

a.nd insert in lieu thereof ", or". 
On page 264, between lines 21 a.nd 22, in

sert the following: 
"(G) a WIN registrant.". 
On page 269, between lines 12 and 13, in

sert the following: 

"(12) WIN REGISTRANT.-The term 'WIN 
registrant' means any individual who-

"(A) is certified by the Secretary of Labor 
as having been placed in employment under 
a. work incentive program established under 
section 432(b) (1) of the Social Security Act; 
or 

"(B) is eligible for financial assistance 
under a. State plan approved under part A of 
title IV of the Social Security Act and has 
continually received such assistance during 
the 90-day period which immediately pre
cedes the date on which such individual is 
hired by the employer.". 

Beginning on page 275, line 12, strike out 
all through page 284, line 7, and insert in 
lieu thereof the following: 
"SEC. 322. WORK INCENTIVE PROGRAM CREDIT 

TERMINATION. 
"Subsection (a) of section 50B (relating to 

definitions; special rules for WIN credit) is 
a.mended by adding at the end thereof the 
following new para.graph: 

"'(4) TERMINATION.-For purposes of this 
subpart, the term "work incentive program 
expenses" shall not include any a.mount pa.id 
or incurred by the taxpayer in a taxable year 
beginning after December 31, 1978.' ". 

Mr. BELLMON. Mr. President, it is my 
understanding the distinguished Sena
tor from Georgia (Mr. TALMADGE) wants 
to be on the floor when amendment No. 
3996 is considered, and he is not pres
ently on the floor. So I ask unanimous 
consent that the amendment may be 
withdrawn until a later time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is withdrawn until a 
later time. 

Mr. LONG. Mr. President, I believe we 
have done all we can do on this bill for 
today. I hope we can stand in recess, 
unless the leadership wants us to bring 
another matter up. 

EXPLANATION OF THE RIBICOFF AMENDMENT 
RELATING TO HISTORIC STRUCTURES 

e Mr. RIBICOFF. Mr. President, on 
Friday the Senate agreed to an amend
ment to the tax bill sponsored by Sena
tor HATHAWAY which essentially added 
most of the Technical Corrections Act 
<H.R. 6715) to the Revenue Act of 1978 
(H.R. 13511). At my request, Senator 
HATHAWAY included in his amendment 
two important improvements in our tax 
laws with respect to historic structures. 
I would like to take this opportunity to 
explain those two provisions. 

Under present law, there are certain 
tax disincentives imposed on those who 
demolish a historic structure. The law 
also has a procedure for a property owner 
to have his building "decertified." He 
could then demolish his building without 
suffering the tax disincentives. A building 
can only be decertified if it is not a certi
fied historic structure, is not of historic 
significance to the district, and if the 
building is decertified before it is 
demolished. 

There are, however, exceptional cases 
where an owner did not get the building 
decertified because he did not know of 
the requirements of the tax laws with 
respect to historic structures. For ex
ample, an owner of a rundown gas sta
tion in a historic district might tear down 
his station and then realize that any re
placement structure is limited to straight 
line depreciation. This result is unjust 
if the building torn down was not of 
historic significance to the district. 

My amendment allows decertification 

of a building in a historic district in the 
limited situation where the owner certi
fies that he did not know of the require
ments that his building be decertified 
prior to demolition, and the Secretary of 
the Interior certifies that the building 
was not a certified historic structure and 
was not of historic significance to the 
district. I intend for the burden to be on 
the taxpayer to show that it is appropri
ate to permit retroactive decertification 
in his particular situation. 

The second part of my amendment 
deals with the aspects of the Tax Code 
providing incentives to aid in the preser
vation of historic structures. The elig
ibility of lessees for the tax incentives is 
presently in doubt. H.R. 6715 as approved 
by the Finance Committee clarified this 
question by stating that lessees of his
toric properties could qualify for the ad
vantages provided by section 191 only if 
the lease was for a term of at least 30 
years, if the owner of the structure was 
a Federal, State or local government or 
a nonprofit organization and if the struc
ture was listed in the National Register 
or located in a district listed in the Na
tional Register. 

After extensive discussions with in
terested outside groups and the Depart
ment of Treasury and Interior, all agreed 
that two of the restrictions in the bill 
as reported from committee are inappro
priate. My amendment would remove 
those restrictions leaving only the re
quirement that there be a lease of at 
least 30 years. Under this amendment, 
leases from private owners would qualify 
as would leases of building located in 
State or local historic districts. This will 
make the provisions with respect to les
sees consistent with the rest of the tax 
incentives to encourage preservation of 
historic structures. 

Both these amendments are suprorted 
by the Treasury Department, the Inte
rior Department, the Advisory Council 
on Historic Preservation, the National 
Trust for Historic Preservation and Pres
ervation Action. 

Mr. President, I submit for the RECORD 
letters from the Department of Interior 
and the Department of Treasury. 

The letters follow: 
U.S. DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington, D.C., October 5, 1978. 

Hon. ABRAHAM RIBICOFF, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR RIBICOFF: I am writing to ex
press support !or your proposed amendments 
to Section 2 (f) of the proposed Technical 
Corrections Act (H.R. 6715). The Department 
of the Interior is responsible for making his
toric pre.,.ervation certifications under Section 
2124 of the Tax Reform Act of 1976. Our ex
perience with this Section of the Tax Reform 
Act has shown the necessity for the correc
tive amendments contained in Section 2 (f) 
as reported by the Senate Finance Commit
tee, and we feel strongly that the amend
ments you propose with regard to lessees and 
retroactive decertification will make the pro
visions more equitable and effective. As cur
rently enacted, the historic preservation pro
visions cf the Tax Reform Act create some 
uncertainties that have, in part, limited the 
planning for and investment in the rehabil
itation of our neglected historic resources. 
Because Section 2124 of the Tax Reform Act 
expires ih 1981, corrective action now is even 
more urgent. 



34824 CONGRESSIONAL RECORD-SENATE October 9, 1978 

Our experience thus far indicates tremen
dous interest in the rehabilitation of historic 
resources by owners, lessees and other inves
tors. Over 350 rehabilitation projects in 40 
States have been approved by the Department 
of the Interior, representing a private invest
ment of approximately $295 million. We be
lieve this investment will be further stimu
lated by enactment of the corrections and 
clarifications contained in Section 2 (f) of 
the Technical Corrections Bill a.s reported by 
the Senate Finance Committee. However, the 
two prov.tsions contained in your proposed 
amendment would, we believe, increase the 
impact of the historic preservation incentives 
a.n::l more successfully meet the objectives of 
the 1976 Tax Reform Act. 

Therefore, we support: 
1. extending the tax incentives to all long

term lessees of certified historic structures 
(currently the Senate version of H.R. 6715 
would restrict use of the incentives to non
profit organization and governmentally 
owned buildings) ; and 

2. expanding the Secretary of the Interior's 
authority to certify after demolition or sub
stantial alteration those buildings in historic 
districts which are not of historic signficance 
and thereby exempting them from the tax 
penalties (retroactive decertification). This 
certification of no significance provision 
would substantially lessen the existing hard
ship for taxpayers who demolish or substan
tially alter nonsignificant structures before 
securing necessary certifications. Taxpayers 
who are unaware of the tax penal ti.es and tear 
down a nonsignificant building in a historic 
district without getting a. certification of 
nonsigniflcance are now being penalized by 
not being permitted to deduct the demoli
tion costs and by never being allowed to take 
accelerated depreciation on improvements 
on that land. These penalties now apply 
even if the building was not actually sig
nificant but was only located in a. historic 
district. 

Thank you for this opportunity to com
ment on your proposed amendments. We are 
hopeful that they will be expeditiously en
acted into law. 

Sincerely, 
------. 

Assistant Secretary. 

DEPARTMENT OF THE TREASURY, 
Washington, D.C., July 21, 1978. 

Mr. ROBERT M. UTLEY, 
Deputy Executive Director, Advisory Coun

cil on Historic Preservation, Washing
ton, D.C. 

DEAR MR. UTLEY: This is in response to your 
letter of May 11, 1978, regarding proposed 
amendments to section 191 of the Internal 
Revenue Code of 1954 (the "Code"), as added 
by section 2124(a.) of the Tax Reform Act of 
1976. Section 191 permits owners of certified 
historic structures to elect to amortize the 
costs of certain rehab111tations of such struc
tures over a. 60-month period in lieu of depre
ciating the costs over the actual useful lives 
of the improvements. Section 2(f) of the 
Technical Corrections Act of 1978, as re
ported by the Senate Finance Committee (the 
"Act"), would extend the availability of 5-
year amortization to certain long-term 
lessees from tax exempt or governmental 
owners of certified historic structures lo
cated in Federally-registered historic dis
tricts. You propose amending section 2 (f) 
of the Act to permit ( 1) certain renewal op
tions to be included in determining the term 
of a lease, (2) otherwise qualified lessees to 
utilize 5-year amortization without regard 
to the identity of the lessor, and (3) lessees 
of certified historic structures located in ap
proved state and local historic districts to 
elect 5-year amortization. 

Proposed section 191 (f) (2) (C) (i) (section 
2(f) (7) of the Act) would permit lessees to 
amortize expenses incurred in a certified 
rehab111tation only if the remaining term of 

their lease is 30-years, or actual asset life if 
greater, as of completion of the rehabilita
tion. The Act would require this 30-year 
term to be determined without regard to 
any renewal period. The amendment you 
propose would permit renewal periods to be 
taken into account if they would be taken 
into account for purposes of depreciation 
generally. In support of this suggestion you 
rely on section 178 of the Code. Your argu
ment appears to be that this change would 
accord lessees of certified historic structures 
the same treatment as other lessees. 

First, I note that lessees of historic struc
tures already enjoy the same benefits as 
other lessees. Section 191 merely provides a 
preferential timing rule for the allowance of 
certain depreciation or amortization deduc
tions. 

Second, section 1 78 was enacted to remedy 
a specific abuse that is unrelated to section 
191. Norma.Uy a lessee is permitted to de
preciate leasehold improvements over their 
useful life if that life is shorter than the 
remaining term of the lease. If the asset life 
is greater than the remaining lease term, the 
costs may be amortized over the remaining 
term. Before enactment of section 178, judi
cial decisions had permitted lessees to amor
tize the costs of long-lived improvements 
over a short initial lease term even though 
the actual asset life, coupled with the pres
ence of renewal options, ma.de it more prob
able than not that the lease would be re
newed. Such lessees were thereby permitted 
to secure unduly rapid write-offs of de
preciable improvements. 

Section 178 requires the inclusion of re
newal periods in determining the period over 
which asset costs may be recovered unless 
the lessee establishes that it is more probable 
than not that the lease will not be renewed. 
Thus, it controls depreciation abuse by re
quiring a lessee to depreciate leasehold im
provements over a period that reflects actual 
recovery of the cost of those improvements. 

In contrast, the period over which the costs 
of rehabilitating historic structures may be 
recovered is prescribed by statute. In the case 
of lessees, the prescription of a minimum 
lease term is designed to ensure that a lessee 
permitted to elect the benefits of section 191 
has a long-term interest in the rehabilitated 
property similar to that of a true owner. 
Without a substantial minimum initial lease 
term requirement the section invites abuse. 
For elample, one could expect developer
lessees to execute leases with relatively short 
initial terms (e.g., 5 to 10 years) and a series 
of renewal options. At the end of the initial 
term the developer-lessee would fail to exer
cise the first renewal option. If the renewal 
options were counted in determining initial 
section 191 qualification, the lessee would 
have received all of the tax benefits of sec
tion 191 and none of those benefits would be 
subject to recapture upon the failure to re
new the lease. Consequently, this office will 
oppose any amendment that would either 
shorten the requirement of a. 30-year mini
mum lease term or include renewal periods 
in determining whether the 30-year require
ment has been met. 

In your letter, you also urge our support 
for a proposal to extend the benefits of sec
tion 191 to lessees of buildings whose owners 
a.re other than governmental bodies or or
ganizations exempt from tax under section 
501(a). In the case of exempt or govern
mental lessors, the exemption from tax elim
inates the incentive to historic rehabilitation 
provided by section 191. These incentives are 
not frustrated where the owner is taxable. 
However, you have advised us that there may 
be situations where rehabilitation by the 
owners is not feasible, and your letter cites 
several examples of structures whose owners 
will not sell their properties and who are 
unable or unwilling to rehabilitate the build
ings themselves. While these examples do not 
convince us of the need for extending section 

191 to lessees from taxable lessors, we would 
not object to permitting otherwise qualified 
lessees from taxable lessors to utilize section 
191 if, in turn, you assure us of your will
ingness to assist in securing remedial legis
la. tion should any unanticipated abuses 
develop. 

The final proposed amendment for which 
you urge our support would permit lessees 
of certified historic structures located in 
approved state and local historic districts to 
elect the benefits of section 191. The pro
posed amendment would conform treatment 
of lessees of structures in approved state and 
local historic districts to that of lessees of 
structures listed in the National Register. 
Since, under the amendments to the desig
nation procedures that would be effected by 
the Act, the Department of the Interior 
would be required to approve the state or 
local enabling legislation, the criteria for the 
district, and the rehabilitation of structures 
in these districts, we would have no objection 
to this change. 

Should you have other questions or com
ments concerning the matters discussed in 
this letter, please do not hesitate to contact 
this office. 

Sincerely, 
DONALD 0. LUBICK, 

Assistant Secretary, (Tax Policy)·• 

TAX REFORM ISSUES IN THE REVENUE ACT OF 
1978 

• Mr. KENNEDY. Mr. President, I have 
had prepared, for the use of Senators in 
the debate on the Revenue Act of 1978, a 
set of papers discussing selected tax re
form issues. I submit these papers for the 
RECORD so that they may be considered 
by those outside the Senate who are in
terested in tax reform. 

The material follows. 
TAX REFORM ISSUES 

DELETE FINANCE COMMITTEE REDUCTION OF TAX 
ON CAPITAL GAINS 

Present law 
A deduction is allowed equal to 50 % of 

an individual's realized long term gains. In 
effect, therefore, the basic tax rates on capital 
gains range from 7% to 35% one-half the 
rates on ordinary income such as wages, in -
terest on savings accounts, etc. 

A special alternative 25% maximum rate 
is provided for the first $50,000 of a.n indi
vidual's gains each year. 

For corporations, an alternative 30% 
rate on capital gains is provided (as compared 
to the normal 48 % corporate tax rate). 

House bill 

Retains 50 % exclusion for capital gains in 
present law. 

Repeals the 25 % alternative tax in present 
law. 

Retains the 30% alternative tax for capital 
gains of corporations in present law. (The 
major tax relief for capital gains in the House 
bill was provided by eliminating capital gains 
from the list of tax preferences subject to the 
minimum tax. This minimum tax aspect of 
the capital gains issue is discussed in the 
separate analysis of the minimum tax.) 

Senate finance committee action 

!ncreases the present 50% exclusion for 
capital gains to 70%. As a result, the basic 
rates on capital gains will range from 4.2% 
to 21%. 

Reduces the corporate alternative capital 
gains rate from 30% to 28%. 

Proposed amendment 
Delete the SFC provision that provides for 

an exclusion from income of 70 % of the gain 
on long-term capital gains. 

Delete the reduction of the corporate 
capital gain rate from 30% to 28%. 
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Reasons for rejecting SFC capital gains 

changes 
1. The Finance Committee action would 

drastically undermine the fairness of the 
federal income tax system and reverse the ef
forts of several Congresses to provide tax 
equity between capital gain income and 
ordinary income such as wages and interest 
from savings: 

Under the SFC b111, the $250,000 a year 
corporate executive will pay a top marginal 
rate of only 21 percent on his capital gains; 
a factory worker with $12,000 of taxable in
come is in the 22-percent bracket. 

1.4 percent of the taxpayers in the country 
have incomes in excess of $50,000, per year. 
But these individuals receive 69 percent of 
the SFC capital gain tax reduction, a total 
tax cut of over $2.3 billion. 

The SFC action provides a $1.1 billion tax 
cut to individuals with $200,000 and over; 
this group consists only of about 50,000 tax
payers in the country, the richest ~/100 of 
1 percent of the people in the United States. 
The average tax reduction for each of these 
highest inct:>me individuals is over $20,000. 
The SFO capital gains provisions give a tax 
reduction to the over $200,000 group that is 
larger than the annual income earned by 
83.6 percent of all Americans. 

By contrast, there are over 16 m1llion tax
payers in the $10-15,000 income class; this 
group received total tax reductions under the 
SFC bill of $941 million-$70 million less for 
the entire group of 16 million than the bill 
gives to the group of 50,000 in the richest 
category through the capital gains cut. 

The average tax reduction for those in the 
$10-15,000 income class is 56 cents per return. 

2. By widening the gap between the top 
rates on capital gains and ordinary income-
21 % versus 50% or 70%-high income indi
viduals such as doctors, lawyers, corporate 
executives, investment bankers and enter
tainers will once again instruct their high
priced tax lawyers and a~ountants to de
velop artificial a.nd intricate schemes to con
vert every income transaction into a. 
"capital gain" deal. This wasteful expendi
ture of time, effort and brain power was 
significantly curtailed by the 1969 and 1976 
Acts. 

3. Reductions in capita.I rates are an in
efficient and ineffective method of stimulat
ing ca.pita.I investment. Only 29% of capita.I 
assets consist of corporate stock. Yet the 
needed capital stimulus is in corporate in
vestment. As Federal Reserve Board Chair
man Miller has demonstrated, only 15 % of 
the capital gain cut will ever find its way 
into increased funds for corporations. An im
proved investment credit and corporate rate 
reductions would represent a. far more effi
cient stimulus for increased capital invest
ment. 

4. The $3-4 billion cuts in capita.I gains 
taxes would help our economy far more if 
placed in the hands of average workers who 
can use the funds to meet rising housing and 
education costs, or increase savings for fu
ture needs. 

The capital gains tax cut will provide a 
large windfall to investors in tax shelters 
that specialize in converting ordinary in
come into capital gains-notably real estate. 
Using such tax shelters, high income in
vestors take large deductions from their 
ordinary income, then sell the property for 
large profits taxed at the favorable capital 
gains rates (21 % maximum rate under the 
committee bill). 

Questions on capital gains tax cuts 
1. Q: Won't the cut in capital gains rates 

encourage realization of built-in gains and 
thus free locked-in capital 

A: At best, there might be a short term in
crease in realizations. But once the investors 
for whom a. 10-15 percentage point rate dif
ferential is the crucial factor between selling 
and holding have in fact sold, the rate of 

realized capital gains will return to historic 
levels. In short, the rate cuts may produce 
a. surge in fees for stock brokers for the next 
few months, but there- can be no realistic 
basis for believing that a permanent in
creased level of buying and selling activity 
will be produced. 

Moreover, the SFC blll actually makes 
worse one aspect of the "lock-in" effect. It 
proposes to return to the old law allowing a 
step-up in basis for assets transferred at 
death. A person faced with a choice of selling 
an asset and having 30% of the gain taxed 
or holding it until death so that none of the 
gain is taxed will obviously hold and not 
sell. 

2. Q: Won't the capital gains tax cuts en
courage entrepreneurial activity and there
fore aid small business? 

A: Out of the $3.3 billion in capital gains 
cuts provided by the SFC bill, only a small 
amount will go to small business and high 
risk enterprises. Most of the tax benefits will 
go to stocks in large publicly held companies, 
buildings, real estate, and residences. There
fore, if the objective is to provide assistance 
to enterpreneurs and small business, the 
capital gains cuts a.re an extraordinarily 
wasteful way to achieve the objective. 

A federal tax or direct program targeted 
directly to entrepreneurs and small business 
may well be desirable. As one example, the 
pending 1978 amendments to the Small Busi
ness Administration Act provide for funds 
to be directly targeted to provide venture 
capital for small business. But the Senate 
cannot responsibly waste billions of dollars 
in other areas to get a relatively small amount 
of funds to these deserving groups. 

3. Q. Won't a cut in the· capita.I gains rate 
provide a needed boost to the stock market? 

A. No. There is no demonstrable correla
tion between capital gains rates and stock 
prices. After the 1969 tax increase on capital 
gains, the stock market rose by over 40 % . 
The reduction in stock prices that occurred 
subsequently was obviously related to the 
huge oil price increases, the recession and 
other adverse economic developments totally 
unrelated to the capital gains tax rate. In
deed, the latest stock market recovery has 
come after the 1976 Act changes that again 
increased the tax rate on capital gains. 

More likely, the rush of sales by investors 
now waiting for the lower rates to take effect 
will depress the stock market. 

4. Q. Isn't a lower capital gains tax rate 
justified because a portion of a taxpayer's 
gain represents inflation gain, rather than 
an increase in real value? 

A. In the first place, even if it were desir
able to protect only gains from capital assets 
from the effect of inflation, an increase in 
the exclusion factor is an irrational and arbi
trary way to achieve the objective. Inflation 
has different effects on every element in the 
economy. The possibility that an exclusion of 
70 % of the gain will offset inflation for any 
given asset is extremely unlikely. 

Moreover, many kinds of assets a.re affected 
by inflation-individuals with savings ac
counts, holders of U.S. savings bonds, any 
holders of corporate bonds all suffer losses 
due to inflation. But they do not get pref
erential tax treatment to offset inflation. 
There is no reason why holders of capital 
assets-primarily the highest income per
sons, who are least adversely affected by in -
flation-should be given first priority in being 
protected from inflation-induced tax conse
quences. 

5. Q. Isn't it true that many other coun
tries do not even tax capital gains? 

A. No. All industrialized countries tax some 
of the gains that we call "capital galns"-ln 
some cases even more heavily than the U.S. 
taxes them. For example, countries like Ger
many and The Netherlands are frequently 
said to have no cap1tal gai:.15 tax. But in 
those countries, a person who owns more 
than 30 % of the stock of a corporation is 

taxed at ordinary income rates on gains 
realized from the sale of the stock. It is true 
that these countries have no "capital gains" 
taxes as such. But for many persons in these 
countries, the current U.S. capital gain tax 
rate would constitute tax relief. This simply 
illustrates that it is very dangerous to \1Se 
other countries' tax systems as models for 
particular U.S. tax policy issues. 

6. Q. Won't reduction of the capital gains 
rates provide funds for needed research and 
development to spur productivity? 

A. If the members of Congress assembled 
to throw $3 billion off the Capitol steps, some 
of it undoubtedly would go into more re
search and development. A $3 billion cut in 
capital gains taxes has about the same rela
tionship to expanding R. & D. activities. 

We should remember that we already pro
vide a powerful tax incentive for R & D by 
allowing an immediate deduction for all 
R & D costs. If even more federal aid ls justi
fied, it should be provided in a form directly 
targeted to R & D. Reducing the rate of tax 
on the sale of land by an individual surely 
must be one of the most bizarre incentives 
every conceived to promote R & D. 

7. Q. The Kennedy Administration in 1963 
proposed an increase in the exclusion factor 
for capita.I gain from 50% to 70%. Why isn't 
this a good idea now? 

A. The proposal was one part of a package 
of major recommendations concerning capi
tal gains. In addition, the 1963 proposals 
included: 

Full taxation of gains on property trans
ferred by gift or at death. 

Recapture of depletion on the sale of oil 
and gas properties. 

Recapture of all depreciation on buildings 
sold at a gain (not just the excess of accel
erated over straight-line depreciation as 
under present law). 

Taxation of timber income as ordinary 
income. 

Taxation of all coal sales as ordinary 
income. 

Treatment as ordinary income of gain on 
long-term deferred sales. 

If the SFC bill included all these meas
ures, it might be seriously considered as a 
responsible piece of legislation. But in their 
absence, the 1963 Kennedy proposal provides 
no support whatever for the SFC bill. 

It should also be remembered that when 
Congress decided in 1963-64 not to adopt the 
above proposals, it also decided that it would 
not cut the tax rate on capital gains. That is 
a persuasive precedent for the Congress to 
follow now, by rejecting the SFC capital 
gains proposal. 

8. Q. Won't the capital gain tax cut actu
ally increase revenues, through the so-called 
"feedback" effect? 

A. No. The Treasury, even after allowing 
for an o7erly generous "feedback" effect, 
estimates that the SFC proposal will cost the 
average taxpayer $3 billion in fiscal 1979. 

A September 1978 Staff Paper by the senior 
economist of the Council of Economic Ad
visers is sharply critical of the economic 
study relied upon by feedback proponents. 
Ar. the CEA Staff Paper states: 

"The [Feldstein] study contains several 
theoretical and econometric flaws, the results 
of the study have been misinterpreted, and a 
replication of their approach ... yields ex
actly the opposite results: it implies that a 
capital gains tax cut would actually decrease 
realizations." 

The Staff Paper goes on to state that all 
results in this area are dubious, and more 
research is needed. 

Moreover, the econometric models em
braced by proponents of capital gains tax 
cuts to support their feedback argument 
have been thoroughly debunked by other re
sponsible economists in the private sector. 
The estimates rest on unrealistic assump
tions that provide no proper basis for sound 
tax policy decisions. For Congress to accept 
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the "feedback" argument on the basis of 
current economic knowledge would be ir
responsible. 

In essence, the "feedback" argument ls 
just the old "trickle down" theory dressed 
up in computer pr1nt-ou1is. The increased 
revenues-if there a.re a.ny-wm not come 
from the sellers of ca.pita.I assets. The in
creased taxes a.re supposed to come from 
people who have been put to work by the 
invested tax savings. In effect, the SFC bill is 
saying: "Take the rich off the tax rolls and 
trust them to use the funds to create jobs 
and investment, so that other people can 
pay the taxes needed for government." This 
argument ha.s been wisely rejected by Con
gress in the pa.st, and should be rejected 
now. It is .no easier to find a "free lunch" 
in the tax laws than in any other area of 
life. 

STRENGTHEN THE MINIMUM TAX 

Present law 
For individuals, a 15% minimum tax is 

applied to tax preference income, to the ex
tent it exceeds the greater of (1) one-half 
the individual's regular tax lia.b111ty or (2) 
$10,000. 

There are ten tax preference items, in
cluding such items a.s: 50 % of long-term 
capital gains that are excluded from income; 
accelerated depreciation on real and personal 
property in excess of straight line deprecia
tion; five-year rapid amortization allowed 
for various fac111t1es in excess of normal de
preciation; percentage depletion in excess of 
cost depletion; qualified stock options; cer
tain intangible drilling and development 
cos1is; and itemized deductions in excess of 
60 % of adjusted gross income. 

In a.dd1t16n, these same tax preferences 
affect the maximum tax, by reducing dollar
for-dolla.r the amount of earned income that 
otherwise would qualify for the 60% maxi
mum tax rate. 

The minimum tax ls a.n "add on" tax; it 
must be paid in addition to the regular tax. 

Hoose b!ll 
The House blll eliminates the excluded 

one-ha.If of ca.pita.I gains from the mtntmum 
tax. 

The House blll also eliminates the ex
cluded one-half of caipital gains from the 
maximum tax. Thus, a.n individual's earned 
income qualifying for the maximum 50 per
cent rate would not be reduced by his un
taxed portion of ca.pita! gains. 

These changes in the House b111 were in
tended to provide substantial tax relief for 
capita.I gains. 

Senate Ftnance Commtttee btll 
The SFC b111 chose a different approach 

to providing tax rellef for capital gains. In 
addition, it completely restructures the 
minimum tax to make it an "alternative" 
tax rather than a.n "add on" tax. Under the 
SFC approach, the taxpayer would add his 
tax preference items to his regula.r taxable 
income, and then apply a. set of rates rang
ing from 10 percent t.:> 25 percent (above a 
$20,000 exemption). If the minimum tax 
computed in this way exceeds the tax as 
regularly computed, the ta.xpa.yer would pay 
the higher minimum tax. 

In general, the tax preferences are similar 
to those under present law. However, gain 
from the sale of a principal residence would 
not be a tax preference. 

Impact on capttal gatns 
The major debate over the present mini

mum and maximum tax rules has centered 
on their impact on capital gains. The fol
lowing table shows the top marginal tax rate 
on capital gains that ca.n be achieved under 
present law, the House bill and the SFC 
b111: 

[In percent] 

Present House SFC 
law blll blil 

Basic rate -------- 35.0 35.0 21 
Minimum tax ----- 4.875 0 21 
Maximum tax ---- 9.25 0 0 

Highest possible 
rate 49.125 35.0 25 

Proposed amendment 
Revise the SFC alternative tax rate struc

ture to increase the top minimum tax rate 
from 25% to 36%. 

Reasons for proposed amendment 
1. The 36% top minimum tax rate wm in

sure that individuals with large amounts of 
preference income wm pay at least some sig
niflca.n t a.mount of federal income taxes. In 
effect, the amendment insures that a person 
cannot shelter more than one-ha.If of his 
total income without incurring some 
minimum tax obligation. Under the SFC b111, 
an lndlvldua.1 can have % of his tote.I eco
nomic income in tax preferences and stm pay 
not a penny of minimum tax. 

2. The SFC b111 proposes to cut the top 
marginal rate on ca.pita.I gains in ha.If-from 
the present near-50% to 26%. There is no 
justification for ta.king the top rate down be
low the 35 % proposed in the House bill. 

3. A weak minimum tax ls also unjustified 
in light of the separate relief provided by 
the SFC bill for capital gains, by means of 
the increase from 50% to 70% in the a.mount 
of such gains that may be excluded from 
income. 
REPEAL OF TAX DEFERRAL FOR U.S. CONTROLLED 

FOREIGN SUBSIDIARIES 

Present law 
U.S. multinational corporations are gen

era.Uy not taxed on a current be.sis on the 
earnings of their foreign subsidiaries, since 
U.S. tax ls imposed only when dividends a.re 
in fa.ct pa.id by the subsidiary to the U.S. 
pa.rent. 

The only exceptions to this rule a.re for 
subsidiaries located in "tax haven" countries, 
whose earnings are taxed to the U.S. parent 
on a current be.sis. 

The current revenue loss from deferral ls 
estimated at $665 million for FY 1979. 

Proposed amendment 
Earnings of controlled foreign subsidiaries 

will eventually be taxed to the U.S. pa.rent 
on a current basis. Deferral will be phased 
out over five years; 50% of earnings wm be 
taxed in 1979; 60 % in 1980; and so on until 
100% of foreign earnings wm be subject to 
U.S. tax in 1984. 

A foreign tax credit will continue to be 
allowed for foreign taxes paid on foreign 
earnings. 

The U.S. parent will be entitled to con
solidate profits and losses of all foreign sub
sidiaries, and pay tax only on the net 
earnings. 

The result wm be to make the U.S. inter
national tax laws more neutral with respect 
to foreign investment, neither encouraging 
it (by deferral), nor discouraging it (by 
restricting the foreign tax credit). 

The problem 
Deferral creates a "runaway plant, run

e.way' jobs" loophole. It operates as an in
centive for U.S. firms to build pla.n1is over
seas and hire foreign workers, draining ca.pi
ta.I from the U.S. and costing U.S. jobs. 

So long as earnings of foreign subsidiaries 
a.re retained abroad, the U.S. tax ls deferred. 
In many cases, the deferral is for such long 
periods of time that it ls tantamount to a 
total exemption from U.S. tax. 

Deferral is a. strong incentive for U.S. com
panies to locate pla.n1is a.broad, and to in
vest and re-invest capital there. Deferral 
makes it more profitable for U.S. corpora
tions to invest a.broad than in the U.S. To 
benefit from the tax advantage, a corpora
tion cannot invest at home. It must invest 
a.broad. As a result, deferral ca.uses a loss of 
U.S. jobs, U.S. capital and U.S. tax revenues. 

These problems are caused by the low tax 
rates sometimes offered by foreign nations 
to attract investment. Often, corporations 
get a double tax break-a tax subsidy from 
the U.S. to export capital, and a tax subsidy 
from a foreign nation for investing the cap
ital there. 

Ford received a five-year tax holiday to 
locate a Philco car-radio plant in Taiwan 
costing 1,600 jobs in Philadelphia.. 

Motorola. received a three year tax holiday 
for a.n investment in Korea. 

RCA abandoned a two-year-old color TV. 
plant in Memphis and moved to Taiwan. 

Often, deferral subsidizes U.S. foreign op
erations in competition with U.S. facilities. 
Thus, U.S. auto manufacturers now import 
more cars into the United States from their 
foreign affiliates than they export from the 
United States. 

Although foreign investment induces 
growth in some domestic U.S. industries, an 
independent study commissioned by the 
State, Labor and Treasury Departments in 
1975 found that the net employment effect 
was a loss of at least 150,000 jobs a year in 
the United States. The study also found that 
between 1966 and 1973, the United States 
could have had one m1llion more jobs 1f U.S. 
multinationals had attempted to serve for
eign ma.rke1is from U.S. production sites in
stead of foreign subsidiaries. 

The same study estimated the following 
job losses in U.S. manufacturing in 1972 be
cause of foreign investment. 

[ In b1llions] 

Direct U.S. 
foreign Jobs 

Industry investment lost 

Food Products -------------
Pe.per & Allied Product.s ___ _ 
Chemicals & All1ed Product,s_ 
Rubber & Plastic ---------
Meta.ls --------------------Non-Electrical Machinery __ _ 
Electrical Machinery ------
Transportation -----------
Other Manufacturing ------

0.26 
0.32 
0.88 
0.12 
0.33 
1. 24 
0.36 
0.78 
0.36 

Total--------------- · 4.68 

6,800 
7,200 

14,900 
6,000 
8,800 

46,900 
17,600 
2,7~ 
4,400 

114, 600 

A Business International survey of 111 
U.S. multinational corporations shows that 
for the period of 1970-73, the firms expanded 
their U.S. employment by only 90,000 jobs 
(3.3 percent), while expanding foreign Jobs 
by 360,000 (31.5 percent). 

Frequently, the shift to investment a.broad 
by u.s. firms has involved highly labor-in
tensive production, such as electronic prod
uc1is, electrical a.pplia.nces, textiles, and 
footwear. In such industries, U.S. workers 
displaced by investment a.broad cannot 
readily be absorbed elsewhere in the U.S. 
economy. Often, low cost foreign labor in 
"offshore" or "rune.way" pla.n1is is used in 
assembly operations for products which a.re 
then shipped back to the U.S. market, there
by displacing competitive U.S. goods and 
Jobs. 

Continued export of investment raises seri
ous long-run problems for U.S. ca.pita.I for
mation, threatening a decline in the nation's 
productive ca.pa.city and productivity, and 
contributing to a decllne of U.S. domestic 
investment opportunities. 
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Reasons for phase-out of deferral 

Jobs: With a 6 percent U.S. unemployment 
rate, a U.S. tax incentive to build plants 
and create jobs overseas makes no sense. 

Capital: Deferral causes a U.S. capital 
outflow, since the only way a company can 
get the benefit of deferral is by investing 
overseas. At a time when the U.S. needs addi
tional capital at home, deferral is counter
productive, since it encourages new in
vestment abroad and retention of earnings 
abroad, in spite of the obvious need for 
capital funds at home. 

Tax Equity: Deferral is inequitable in 
three ways: lt discriminates among U.S. 
corporations, since earnings of U.S. sub
sidiaries are taxed currently. It discrimi
nates among U.S. multinational corpora
tions, since a firm that operates abroad 
through a branch (rather than a subsidiary) 
is taxed currently on the earnings of the 
branch. Also, U.S. multinationals are among 
the wealthiest and strongest U.S. taxpayers, 
and are not entitled on grounds of hardship 
or necessity to pay lower taxes than other 
U.S. taxpayers 

Efficiency: Deferral is a waste of $665 mil
lion in revenues. U.S. companies locate sub
sidiaries overseas because of · competitive 
conditions, access to markets or sources of 
supp!y. and they will continue to do so to 
keep their markets. Repeal of deferral elimi
nates the tax windfall element from such 
decisions. If it makes business sense to cre
ate a foreign subsidiary, then a company 
will do so; but the tax system should be 
neutral in that decision. 

Smokescreen: To a large extent, the multi
national lobbying campaign against repeal 
of deferral is a smokescreen to prevent any 
change in the foreign tax credit rules. The 
amendment assures proper and full avail
abil:ty for the foreign tax credit. 

Questions and answers on deferral 
Q. Don't other countries grant deferral for 

foreign operations? 
A. No. The argument is factually incor

rect; several industrialized countries tax the 
profits of all foreign operations that are 
managed or controlled from the home coun
try. Countries such as Germany, Japan, and 
Canada have adopted rules similar to the 
U.S. to begin to end their versions of tax 
deferral. Regardless of what other countries 
do, the U.S. should adopt tax rules that are 
fair and consistent with its own economic 
objectives. 

Q. It is argued that ending deferral will 
o.ctually cost U.S. jobs; is this so1 

A. No number of econom!sts have examined 
the issue and found that deferral is costing 
a net losss of U.S. jobs-elimination of de
ferral will increase U.S. jobs, which is why 
the AFL-CIO favors complete repeal. 

Q. Won't repeal of deferral invite retalia
tion by foreign governments, who will raise 
their tax rates and thereby deprive the U.S. 
of the tax revenues (because of the foreign 
tax credit)? 

A. No. In order to do this, a foreign country 
would have to raise rates on all corporations 
operating within its borders. It is highly un
likely that a country would be willing to raise 
taxes on all corporations, just because the 
U.S. has ended tax deferral. Tax treaties gen
erally prevent foreign countries from raising 
tax rates only on U.S. corporations. Such 
action would constitute the kind of discrim
inatory treatment that is forbidden by the 
treaties. Countries with which the U.S. does 
not have treaties are generally developing 
countries and it is highly unlikely that they 
would raise taxes and thereby discourage U.S. 
investment given their policies to encourage 
U.S. investment. 

Q. Won't ending deferral impair the ability 
of U.S. corporations to compete with multi
nationals based in other countries? 

A. No. Factors such as U.S. technological, 
managerial, and research superiority are 

much more critical to competitiveness than 
tax deferral. If deferral does help U.S. multi
nationals to compete-and the data here are 
less than convincing-the net cost in loss of 
U.S. jobs, capital and tax equity far out
weighs the marginal benefit of the tax ad
vantage. Moreover, the reduction in the 
corporate tax rate from 48 % to 46 % more 
than offsets the tax increase from repeal of 
deferral and the corporate rate reduction 
is a much more effective device to give U.S. 
corporations an increased after tax return 
en their activities abroad. 

Q. Don't other industrial nations give sim
ilar advantages to their multinational corpo
rations? 

A. No. In many cases, other nations impose 
strict controls on foreign capital investment. 
Japan, France, Sweden, West Germany, and 
the United Kingdom all have procedures to 
regulate the flow of capital overseas. 

Q. How are U.S. jobs lost from foreign in
vestment? 

A. Jobs are lost by U.S. workers who lose 
their jobs when U.S. plants go overseas; by 
U.S. workers who would have been hired if 
plants had been built at home; by U.S. con
struction workers who would have built the 
plants now going overseas; by U.S. workers 
in supply industries for domestic producers; 
by workers in service industries serving 
American workers. 

Q. How are U.S. jobs gained by foreign in
vestment? 

A. Jobs are gained by domestic suppliers 
servicing overseas plants, by extra white col
lar employment in multinational home of
fices, and by increased U.S. exports in re
sponse to increased foreign demand. But 
these factors offset to only a small extent the 
principal job losses caused by deferral and 
overseas investment. 

Q. Hasn't a recent Arthur Andersen study 
concluded that ending deferral would actu
ally decrease U.S. tax revenues while increas
ing U.S. companies' overall tax costs? 

A. The Arthur Andersen study reached this 
unlikely conclusion by a series of improba
ble assumptions and technical errors. Briefly, 
the reasons why the study is unpersuasive 
include: 

The study's assumptions about behavioral 
responses by U.S. corporations to terminat
ing deferral are incomplete in some in
stances and counter to common sense in 
others. First, the study considered behavioral 
responses that would decrease U.S. revenues, 
but failed to take into account likely be
havioral responses that would increase rev
enues. A key omission is the fact that ending 
deferral would encourage U.S. multina
tionals to locate more plants in the U.S., an 
action that would increase U.S. tax revenues. 
Moreover, ending deferral would reduce the 
present incentive for corporations to make 
artificial allocations shifting their income to 
low tax countries and their deductions to the 
U.S. Second, the study assumes that in re
sponse to ending deferral, U.S. controller 
subsidiaries will take steps deliberately to 
increase their total U.S. and foreign tax costs 
above what they would be if these companies 
did nothing in response to deferral. This is 
such an absurd assumption that it taints 
the entire study. 

The Arthur Andersen conclusion is based 
on serious statistical errors. It assumed that 
its relatively small sample was representa
tive of all multinational companies. In fact, 
Treasury analyses indicate the sample was 
not representative and therefore the study's 
conclusions cannot be relief upon. Moreover, 
the study apparently failed to take into ac
count the 1976 changes in the tax treatment 
of foreign income that would significantly 
affect revenue estimates. 

Recent action 
In action on the Tax Reduction Act on the 

Senate floor in March, 1975, the Senate voted 
73-24 to repeal deferral immediately for all 

firms, and voted 75-20 to convert the foreign 
tax credit to a deduction for oil companies. 

In acticn on the Tax Reform Act of 1976, 
the Senate defeated by only one vote (in the 
crucial vote on the issue) an amendment to 
terminate deferral over a five-year period. 
The amendment was strongly opposed by the 
Ford Treasury. 

In 1978, President Carter recommended 
repeal of deferral. 
REPEAL OF TAX SUBSIDY FOR DOMESTIC INTERNA

TIONAL SALE!. CORFIORATION'.' (DISC> 

Present law 
A parent coroor.3.tion is permitted to form 

a "paper" DISC subsidiary to obtain tax 
benefits for export sales. 

Federal income tax is deferred on one-half 
of DISC income in excess of its base level 
export income. The base level is 67% of the 
DISC's average export income over a 4-year 
period. 

The effect of DISC for those corporations 
that are unaffected by the incentive rule is 
to reduce the corporate tax rate on export 
income from 48 % to 36 % ( or even 24 % in 
some cases). 

The estimated revenue loss from DISC is 
over $1.3 billion in FY 1979 and over $1.5 
billion in FY 1980. 

Proposed amendment 
Repeal DISC over a 3-year period. 

Principal arguments against DISC 

DISC was designed to promote U.S. ex
ports in a world of fixed exchange rates; that 
world no longer exists. DISC now involves 
a significant waste of money ($1.3 billion 
in FY 1979). 

According to the moot recent Treasury 
study, DISC is cost inefficient, generating 
only between $1-3 billion in additional ex
ports for a $1.3 billion revenue cost. 

U.S. export growth since 1971 has been 
generated by the two devaluations of the 
dollar (December 1971 and February 1973), 
the shift to the international system of float
ing exchange rates in March 1973 inflation 
of export prices and the increase in the real 
volume of world trade, not DISC. 

Since the export industry is capital inten
sive, DISC is an inefficient and perhaps 
counter-productive subsidy if jobs are the 
goal. Dollars for DISC are one of the least 
efficient job-creating incentives, ranking well 
behind almost all other incentives. For ex
ample, Labor Department data show that, 
per dollar of expenditure, 50 % more jobs are 
created by a general tax cut, compared to 
spending on exports. According to a 1975 
study of the House Budget Committee, a $1.4 
billion DISC tax expenditure might create at 
most, 16,000 jobs. As a direct Federal ex
penditure, the same $1.4 billion would create 
112,000 jobs in defense, 120,000 jobs in health, 
150,000 jobs in education, and 240,000 public 
service Jobs. The 1977 Treasury DISC study 
concluded that DISC may actually produce 
a decline in U.S. jobs. 

Under floating exchange rates, DISC may 
actually cause a net U.S. job loss. Increased 
exports strengthen the dollar, leading to in
creased imports. Since U.S. imports are his
torically labor-intensive (shoes, textiles, au
tomobiles, etc.), a net job loss may result. 
Thus, increases in exports are not the same 
as increases in net exports or improvements 
in the overall U.S. trade balance. 

DISC is a windfall for large multinational 
U.S. exporters who would be exporting any
way; 22.5% of DISC benefits went to only 10 
corporations; 66 % went to 316 corporations 
with assets over $250 million. U.S. corpora
tions don't even use DISC benefits to make 
export sales more competitive; in a recent 
study, 76 % of corporations surveyed reported 
that DISC had no effect on their export 
prices. 

Export profits are extremely high. The 
Treasury Report shows DISC companies 
earned about 15% on export sales, over dou-
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ble the 6.5 % profit margin on domestic sales. 
A tax subsidy like DISC is hardly needed 
when export sales are already so profitable. 

DISCs are just paper corporations that ex
ist only in file drawers and on accountants' 
balf nee. sheets. They have no real economic 
substance. 

DISC is a subsidy for foreign consumers. 
Because of DISC, goods produced for Amer
ican consumption are taxed more heavily 
than goods produced for foreign consump
tion. Some large U.S. corporations use DISC 
simply to offer more favorable long-term 
payment conditions for foreign purchasers. 

DISC was enacted in 1971 as an antidote 
to deferral. Yet the deferral subsidy costs 
$665 million, whereas DISC costs $1.3 billion. 

In July 1975, President Lee Morgan of Cat
erpillar Tractor testified before the House 
Ways and Means Committee that, although 
Caterpillar had received $9 million in DISC 
tax benefits, 

"I am not really sure that we did anything 
extra in order to generate additional exports. 
Not much has happened, at least at our com
pany, in order to earn the tax deferral that 
has come from DISC." 

A recent study, based on a. survey of 142 
large corporations, found that of 110 DISC
electing firms, 35 % said that DISC had no 
impact on export sales, 1 % said it decreased 
sales and 64 % said it increased export sales. 

DISC has been one of the most notorious 
tax overruns in the history of the Internal 
Revenue Code. When originally enacted in 
1971, the estimated Treasury cost was $100 
million for 1972 and $170 million for 1973. 
Actual costs were $350 million and $620 mil- . 
lion, respectively, or four times the original 
estimate, and the cost has continued to 
climb. 

DISC is a violation of our international 
trade commitments; a GATT panel held it 
to be a prohibited export subsidy under 
GATT. 

More than one hundred bipartisan inde
pendent economists and tax experts in 1976 
called for repeal of DISC as a wasteful and 
inefficient tax subsidy that distorts the free 
market system. 

President Carter urged repeal of DISC as 
part of his 1978 Tax Program. 
DENIAL OF TAX DEDUCTIONS FOR FIRST CLASS AIR 

TRAVEL 

Purpose 
Disallow as a deductible business expense 

the excess of commercial first class air travel 
fare over coach fare; coach fare would remain 
deductible. 

Prohibit the use of appropriated funds for 
first class air travel by Members of Congress 
and Federal officers and employees. 

Revenue effect 
Based on Treasury estimates, the amend

ment will produce a revenue gain of $281 mil
lion in calendar 1979 and $311 million in 
calendar 1980. 

Explanation 
1. The Internal Revenue Code allows a tax 

deduction for "ordinary and necessary" busi
ness expenses. Over the years, the deduction 
has been abused in some cases as a subsidy 
for "expense account living." Travel and en
tertainment expenses have been a particular 
and continuing source of controversy, con
fusion, and injustice in this aspect of the tax 
law. 

2. The amendment deals with only a small 
part of the issue-first class versus coach 
class commercial air travel. It does not affect 
travel by rail, ship or private aircraft and it 
does not affect meals, hotels, entertainment, 
etc., all of which raise separate issues. 

3. With a corporate tax rate of 48 % (or 
46 % under the pending bill) each dollar of 
deductible expenses saves the corporation 48 
cents (or 46 cents) in tax. In the case of first 
class travel , the Treasury (and therefore the 
average taxpayer) pays half the cosii of the 

first class ticket. For high bracket individ
uals, the saving is even greater-the Treas
ury may pay up to 70 cents of each dollar of 
expenses. 

4. It is a legiti-mate business decision to 
travel by air instead of by car or train or bus 
or ship. But once the decision is made to 
travel by air, the business objective is 
achieved by traveling in coach class. The 
executive travels on the same flight, and 
arrives at the same time and in the same 
place. This is all that is required to imple
ment the valid business decision, and it is 
all that should be allowed as a deductible 
business expense. The additional cost of first 
class travel is primarily a luxury item and 
should not be deductible. 

5. There are many precedents for the leg
islation. The Internal Revenue Code and 
Regulations contain detailed rules limiting 
deductions for foreign travel and for luxury 
items like yachts, hunting lodges, gifts and 
entertainment. These areas of existing law 
denying business deductions are far more 
complex than the present proposal. Tn addi
tion, in the Tax Reform Act of 1976, Con
gress enacted specific limits on the deduc
tion for foreign conventions. 

6. Since the bill is likely to increase the 
demand for coach class seats, the airline in
dustry will meet the demand and the travel
ing public will benefit. A first class seat now 
takes up the space of one and one-half 
coach seats. As airlines modify their cabin 
space, the total number of available seats 
per plane will increase, thereby relieving the 
crowded conditions and waiting lists that 
coach passengers now endure during peak 
travel periods, and producing a more ration
al allocation of space throughout the entire 
airplane. 

7. The bill may accelerate the trend to 
lower air fares. We have had dramatic evi
dence in the last few months that low cost 
air transportation will be eagerly availed of 
by travelers. Airline revenues may actually 
increase. To the extent the bill facilitates 
this development, citizens will benefit as 
both taxpayers and travelers. · 

8. Thus, the legislation is justified on 
grounds of both tax equity and airline effi
ciency. The large annual Treasury subsidy 
for first class air travel should be ended. 

Prior action in this Congress 
A similar amendment sponsored by Sena

tors Kennedy and Thurmond was defeated 
by a vote of 45-43 on April 28, 1977, during 
the debate on H.R. 3477, the Tax Reduction 
and Simplification Act of 1977. 

DENIAL OF DEDUCTION FOR ENTERTAINMENT 

Purpose of amendment 

Disallow as a deductible expense all costs 
of entertainment activities and facilities. 

The Senate Finance Committee approved a. 
provision denying a deduction for the cost of 
acquiring or maintaining entertainment fa
cilities such as yachts, hunting lodges, etc., 
and for fees paid to athletic, sporting, coun
try or social clubs. 

Substantial areas of tax deductible enter
tainment are not covered by the Finance 
Committee bill , including tickets for athletic 
and theatrical events and entertainment of 
"business" friends at parties and other social 
events. 

Full disallowance of deductions for enter
tainment costs will increase revenues by $114 
million. 

The problem 
1. Entertainment costs are the purest form 

of personal consumption; the vast majority of 
Americans pay for their entertainment out of 
every tax dollar. But for a privileged few
high income individuals and executives of 
large corporations-as much as 70 percent of 
entertainment costs are subsidized by the 
U.S. Treasury. 

2. One result is that the best seats at base-

ball, basketball, football and other sporting 
events are always occupied by the subsidized 
spectators. The average fan, paying for his 
own ticket, sits in the farthest reaches of title 
stadium or arena. 

3. Present law is too vague, too subjective 
and too open to abuse. 

Examples 
A segment of a recent "60 Minutes" broad

cast revealed corporate jets flying corporate 
executives and their friends into New Or
leans for the Super Bowl. It also featured 
lavish parties thrown for their favored few
all at the expense of the average taxpayer. 

Luxury "Superboxes" in football stadiums, 
baseball parks, and basketball arenas are 
occupied by the largest corporations. The 
annual cost of one of these plush facilities
used only by the executives and their "busi
ness" friends can be $15,000 a year or more
all subsidized by the U.S. Treasury. 

A dental surgeon deducted $17,000 for 
costs of entertaining other dentists and their 
wives-all personal friends of the dentist
at his home, at athletic events, at a country 
club and at a vacation cottage. Obviously, 
it is important to be more than just a 
"friend" to a high income individual; it is 
crucial to be a "business" friend. 

The controlling shareholder of a corpo
ration deducted $26,000 for entertainment · 
expenses at a cottage on a Caribbean island. 
(What is truly remarkable is that the in
dividual drew a salary of only $19,000 from 
the corporation.) 

Having "business friends" allows some in
dividuals to "double their pleasure" in at
tending sporting events. Suppose a 50 % 
bracket taxpayer wants a season ticket to 
his favorite team's home games. The ticket 
costs $100. If the individual has some "busi
ness friends" he can buy two season tickets 
for the same $100 out of pocket cost, since 
$100 of the total $200 cost is deductible. The 
average fan, who only has "friends," not 
"business friends" would have to pay the full 
$200 himself. 

Effect of the amendment 
1. No deduction will be allowed for the 

cost of entertainment. In addition to the 
items covered in the Finance Committee bill 
(entertainment facilities and club dues), 
deductions will also be disallowed for other 
entertainment costs, such as tickets to sport
ing events and theatrical performances, as 
well as other t ypes of entertainment. 

2. As a result, the entertainment costs of 
all taxpayers will be treated alike-there will 
no longer be a privileged small group whose 
entertainment is subsidized by other taxpay
ers, who must budget for their entertain
ment in after-tax dollars. 

Questions about the amendment 
1. Q. Aren't entertainment costs like other 

deductible business costs (such as advertis
ing to promote good will) ? 

A. No. Paying entertainment costs provides 
a personal benefit to the recipient, unlike 
other business costs such as advertising. 
Where the entertainment consists heavily of 
personal consumption, it is inappropriate for 
the Treasury to be subsidizing the entertain
ment because of a presumed "business" rela
tionship. 

2. Q. Won't the amendment have an ad
verse effect on business practices? 

A. If entertainment makes good economic 
sense, business will continue to entertain. 
The present deduction distorts business de
cisions in the other direction, by favoring 
the usage of entertainment as opposed to 
other business promotion methods. 

3. Won't the amendment hurt professional 
athletic teams that rely on corporations to 
buy blocks of season tickets and luxury 
boxes? 

A. No. If it is good business to buy the 
tickets, corporations will do so, but not with 
a federal tax subsidy. There is no chance that 
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Congress, in order to aid professional athletic 
teams, would appropriate federal dollars for 
corporations to defray pa.rt of the cost of 
sea.son tickets to athletic events. Congress 
should not allow a similar subsidy through 
the back door of the tax laws. 

4. Q. Wouldn't more vigorous enforcement 
of present law take care of the a.buses in this 
area? 

A. No. Present law is too vague and it is 
too easy to hide abuses in such innocuous 
categories as "business promotion," "adver
tising," etc. The present rule is an invitation 
to taxpayers to label all entertainment as 
"business" and hope that the item is not 
picked up in audit. 

5. Q. Isn't entertainment for business per
sons the same as fertilizer for farmers? 
Doesn't it increase the yield? 

A. No. Fertilizer has its own built-in dis
incentive that keeps it from becoming a pop
ular item for personal, as opposed to business, 
consumption. 
DENIAL OF DEDUCTION FOR "BUSINESS" MEALS 

Purpose 
Disallow as a deductible expense 50 percent 

of the cost of meals, other than the cost of 
meals incurred by a person on business travel 
status. Phase-in the amendment over a three
year period. 

Prohibit the use of appropriated funds for 
the cost of meals by Members of Congress 
and Federal officers and employees. 

Revenue effect 
The current revenue loss from allowing de

ductions for meals is $1.2 billion. The revenue 
gain from the amendment would be $600 
million when fully phased in. 

The problem 
1. Thousands of Americans are maintain

ing a luxury status of living by deducting 
the costs of meals on "business" expenses; in 
1978 these taxpayers will eat $4 billion of 
meals subsidized by the rest of their fellow 
citizens. 

2. Meal costs are personal expenses. Every
one has to eat. It is unfair that millions of 
American workers must pay for their meals 
out of their own pockets, while the privileged 
few have 40 % , 50% and even 70% of the 
costs of their meals subsidized by the Treas
ury. 

3. Present law is too subjective, the stand
ards a.re too vague, and the problems of 
auditing are too great: 

Examples 
One taxpayer claimed deductible business 

lunches for 363 out of 365 days for the year 
(he didn't have a business lunch on Thanks
giving); lunches were always at top restaur
ants at an average cost of over $20 per meal. 
The tax subsidy for each meal for this tax
payer was more than most workers can af
ford to spend on their lunches. 

A salesman arranged his calls so that he 
ate breakfast, lunch and dinner with a client 
five days a week; as a result, the vast major
ity of his food costs (and those of his 
clients) was subsidized by the U.S. Treas
ury. 

A lawyer who has ltinch with a partner 
at their private club can deduct the cost of 
the lunch; a construction worker who eats 
lunch with his fellow worker on the job 
site cannot deduct the cost of his lunch. 

The owner of a business agency claimed 
that every meal he ate for 2 yea.rs (except 
for 1 day) was a business meal; the Ameri
can taxpayers were stuck with a total of 
$63,000 in deductions as a result. 

4. Present rules cause an enormous waste 
of time and money in terms of record keep
ing, audit and litigation. 

5. The proper question that should be 
asked is whether Congress would vote a 
direct appropriation for a jobs program that 
consists of $1.2 billion in subsidies for the 
cost of meals for upper income individuals, 

in the hope that luxury restaurants will 
hire additional waiters and waitresses. The 
answer to this question is an obvious "No." 

Effect of the amendment 
1. No deductions will be allowed for half 

the cost of any meals (whether "business" 
related or not) except for business meals of 
a person who is on business travel status. 
The amendment will be phased in over a 
three-year period. 

2. As a result, all Americans will be treated 
more alike-the amendment will reduce the 
abuse by which one small class of citizens 
eat Treasury-subsidized meals, while the 
vast majority eat non-subsidized meals. 

3. A highly visible and irritating symbol 
of tax inequity will be removed from the 
Internal Revenue Code. 

Questions about the amendment 
1. Q: Aren't business meals a cost of doing 

business, just like advertising: 
A: No. Unlike the vast majority of busi

ne.=s costs, meals provide a large direct per
sonal benefit to the individual. It is inap
propriate for the Treasury to subsidize ex
penses heavily dominated by such personal 
consumption. 

2. Q: Won't the limitation on the meals 
deduction upset established business prac
tices? 

A: No. If it is economically sound for a 
business to pay for employee or client meals, 
it will continue to do so. But that economic 
decision will not be artificially influenced by 
the presence of a government subsidy. 

3. Q: Can't the desired results be obtained 
by better enforcement of our present laws? 

A: No. Present rules are so vague and IRS 
audits so n.re (less than 3 % of individual 
returns) that the law is an open invitation 
to taxpayers to claim a deduction for every 
meal that ha<; even a slight "business" con
notation. 

4. Q: Won't denial of the deductions 
for meals cause large-sea.le unemployment 
among restaurant workers? 

A: No. The three-year phase-in will avoid 
any significant dislocation. 

An impartial recent study by the Library 
of Congress refutes the claim that reducing 
the tax deduction will cause layoffs among 
restaurant workers. Using standard economic 
techniques, the study estimated that if the 
deduction is limited to 50 percent, expendi
tures for meals will decline by only about 
one percent. At the same time, the general 
economic stimulus from the tax cuts for 
individuals and corporations will produce 
an increase of a similar magnitude in res
taurant meals. In other words, the tax cut 
will offset the impact of the tax reform, and 
the overall ej.'ect on jobs in the industry 
will be negligible. 

In addition, employment figures for food 
service workers in recent years show an aver
age rate of growth of 5 % in jobs, with a low 
of 2 .9 % in the recession year of 1975 and a 
high of 7 .7 % in the recovery year of 1976. 
By contrast, total employment growth in the 
nation averaged only 1.2 %, with an actual 
drop of 1.3 % in 1975 and a gain of only 3.2 % 
in 1976. 

The study concluded that "the restaurant 
industry has experienced a much faster 
growth rate than the aggregate economy in 
the past few years, reflecting in part increased 
tastes for dining out." 

If the tax proposals had been in effect in 
1976, jobs in the restaurant industry would 
have grown at the 7.7 % rate, or 280 ,000 jobs. 
However, jobs in the economy as a whole 
would have grown at a rate of 4%, or some
what higher than before, because of the gen
eral tax stimulus. At most, therefore, the 
effect of the tax reform in the area of busi
ness meals would have narrowed by about 1 % 
the gap in growth rates between the fast
growing restaurant industry and the slower
growing economy as a whole. 

Recently, the Employment and Training 
Administration of the Department of Labor 
reported that waiters and waitresses continue 
to be the workers most in demand across the 
country. The report announced that there 
were 18,700 full-time jobs available for wait
ers and waitresses in the month of September. 

5. Q: Why is the deduction reduced only to 
50 percent, instead of being disallowed com
pletely? Why is the limitation phased-in 
over a three-year period, instead of being 
made effective at once? 

A: The Carter Administration proposed 
the 50 percent limitation as a reasonable 
and workable method of limiting the serious 
abuses of the current deduction. 

At its annual meeting in Bal Harbour, Flor
ida, in February 1978, the AFL-CIO Execu
tive Council voted 32-1 to support the Carter 
Administration proposal, but with a proviso 
that the business meals reform should be 
phased in over a three year period "to pre
vent job loss and hardship to workers". 

MAKE THE INVESTMENT CREDIT REFUNDABLE 

Present law 
A tax credit is allowed equal to 10% of 

the cost of new machinery and equipment. 
The maximum amount of the investment 

credit that a taxpayer can use in a year can
not exceed the first $25,000 of tax Ha.bill ty 
plus 50 % of tax liability in excess of $25,000 
(excess credits can be carried back three 
years and forward seven). 

House and Senate Finance Committee 
actions 

The present 50% limit would be increased 
to 90 % over a four-year period: 60 % in 1979, 
70 % in 1980, 80 % in 1981, and 90% in 1982 
and subsequent years. 

Proposed amendment 
The limit on the investment credit would 

be increased to 100 % of tax liability in 1983 
and the credit would be fully refundable for 
1984 and subsequent yea.rs. 

Questions on the effect of a refundable 
investment credit 

1. Q. What organizations does the refund
able investment credit help that the SFC bill 
does not? 

The refundable investment credit helps 
new fl.rins, firms suffering business losses from 
adverse economic conditions, firms making 
large current capital investments compared 
to tax liability, and tax exempt organiza
tions that purchase capital equipment. 

New firms frequently do not incur any tax 
liability for the first several years they a.re 
in business since their large start-up costs 
often exceed their income. Nonetheless, these 
firms must make significant investments in 
machinery and equipment. It is no help to 
these firms to tell them that they will get an 
investment credit seven years later. They 
need financial assistance on a current basis 
to help pay for the costly machinery and 
equipment that they require in order to get 
started in their operations. The current in
vestment credit does not provide that assist
ance. Increasing the limit to 90% does not 
help these businesses either. But a refund
able credit can give new firms immediate cash 
to help offset costs of vital plant machinery 
and equipment. 

Other firms may suffer losses due to re
cessions or slow down in the economy. These 
losses can result, not from mismanagement, 
but from poor economic conditions over 
which they had no control. However, for tax 
purposes, the losses eliminate their tax lia.
bili ty during the year machinery is pur
chaseo and in succeeding years. A 90 % limit 
on the investment credit is of no help to 
these firins. A refundable investment credit 
will provide needed current assistance for 
these firms to make ca.pita.I investments. 

Tax exempt organizations such as colleges 
and universities and hospitals have substan-
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tia.l needs for machinery and equipment. 
They need to replace obsolete items. At the 
present time, they receive no incentive or 
benefit from the investment tax credit to 
make the acquisitions. Office equipment a.nd 
computers acquired by a. ta.x exempt organi
zation do just a.s much for the economy a.s 
when purchased by a. ta.xa.ble orga.niza.tion. 

2. Q. Why should the investment credit 
be ma.de refundable? 

A. The investment credit is the major 
program by which the federal government 
1provides financial assistance to industry. 
Because of its present limitations, however, 
the program is inequitable. Two firms ca.n 
make identical investments, yet one of them 
may receive the investment credit currently 
a.nd one ma.y not. 

Assume Corporation A, a. profitable com
pany, buys a. $100,000 machine. It pa.ys only 
$90,000 because of the investment credit. 
Corporation B, its competitor, buys the sa.me 
machine, but B has a. ta.x loss for the current 
yea.r. It makes no sense to sa.y tha.t A's pur
chase should be currently subsidized but 
B's should not. Yet this is precisely the dis
crimination ca.used by present la.w-and it 
will remain so even if the limit is increased 
to 90 %-which favors wealthy firms a.t the 
expense of less affluent a.nd struggling firms. 

It is safe to say that if the investment 
credit program were run as a. direct subsidy 
program through the Commerce Depa.rt
men t, no one would try to condition the 
subsidy for ca.pita.I investment on the 
a.mount of a. taxpayer's income tax liability 
to the Treasury. Instead, those taxpayers 
who ma.de a $100 investment would receive 
a. $10 Commerce Department check, regard
less of their ta.x situation. The refundable 
amendment moves us in the direction of this 
more rational system. 

3. Q. Doesn't a refundable investment 
credit subsidize poorly managed a.nd ineffi
cient companies? 

A. Some economists think that a portion 
of a. refundable credit might go to such 
firms. The refundab111ty feature is not 
scheduled to take effect until 1984. Between 
now and then the Treasury can study the 
matter to see if there really is a problem in 
this regard a.nd, if so, the scope of the prob
lem. If refining legislation proves to be ap
propriate, Congress can adopt legislative 
techniques to insure that the refundable 
credit does not subsidize inefficient firms. 

4. Q. Is there any precedent for a refund
able tax credit? 

A. Yes. There are a number of precedents: 
In 1975, under Senator Long's leadership, 

Congress enacted the first refundable 
credit-the earned income credit for low in
come workers. 

In 1976 and 1977, the Senate adopted re
fundable energy tax credits to encourage the 
goal of energy conservation. 

In 1976, the Senate also voted to make the 
child care credit refundable, but the refund
able feature wa.s dropped in the conference 
with the House. 

In 1974, the Treasury, under Secretary 
Simon, proposed that the then existing 7% 
investment ta.x credit be ma.de refundable. 

On April 7, 1977, Sena.tor Long introduced 
S. 1270, a. 'bill to ma.ke the investment credit 
refundable on a permanent basis. 

6. Q. What is the revenue cost of the re
fundable feature? 

A. At 1978 levels, a fully refundable credit 
would cost $3.6 billion. 
EXTEND THE EARNED INCOME CREDIT TO MARRIED 

COUPLES AND SINGLE PERSONS WITHOUT 
DEPENDENTS 

Present law 
A worker with $4,000 of earned· income or 

less is entitled to a tax credit equal to 10 % 
of tha.t income (the maximum tax credit is 
$400). If the tax credit exceeds tax liability, 
the excess is refunded. 

The credit phases out between $4,000 and 
$8,000 of income. 

Only individuals who maintain a house
hold with one or more minor or disabled de
pendents are eligible for the credit. 

House bill 
The House bill maintained the present 

level of the earned income credit. (It also 
made a number ot changes to make the 
credit more simple and more widely avail
able to eligible wo::kers.) 

Senate Finance Committee bill 
The SFC bill increases the earned income 

credit to 12 % of the first $5,000 of earned 
income (for a maximum credit of $600). 

The credit is phased out between $6,000 
and $11,000 of income. 

Simplifying and clarifying am,mdments 
were adopted, but no changes were made in 
the eligib111ty standards. 

Proposed amendment 
Retain the present 10 percent credit and 

the $400 maximum credit. Use the revenues 
saved to extend the present $400 credit to 
married couples and single workers who have 
no dependents. (Students would not be eligi
ble for the credit.) 

The revenue cost of the proposed amend
ment is about the same as the changes pro
posed by the Finance Committee. 

Reasons for amendment 
1. The earned income credit has proved to 

be an imaginative and valuable incentive to 
encourage low income persons to work to Hft 
themselves out of poverty. However, millions 
of low income workers have been excluded 
from its benefits because of the requirement 
that the workers must have dependents to 
qualify. 

2. Married couples without children and 
single persons who are working to get out of 
the poverty cycle also deserve encouragement 
a.nd support. Before the amount of the credit 
is increased, these deserving workers should 
be ma.de eligible for the existing credit. To 
prevent possible ·abuse, students would not 
be eligible fur the credit. 

3. The SFC increase in the credit takes its 
benefits well above established poverty levels. 
This may be a desirable step in the future. 
But before the credit is extended to those 
a.hove the poverty level, we should first cover 
all workers whose incomes a.re still below 
poverty levels. 

4. In 1976 the child care tax credit was ex
tended to assist ·above-proverty level working 
parents. To a considerable extent, the SFC 
provision duplicates this coverage. 

5. The revenue cost of the SFC provision is 
$1.7 billion for 1979. The cost of extending 
the amendment to perstms without depend
ents who currently do not qualify for the 
credit is: 

Married couples, $500 million. 
Heads of households, $100 million. 
Single persons, $1,100 million.• 
Tota.I, $1.7 billion. 

EXTEND TAX SHELTER "AT RISK" RULE 

Present law 
1. In 1976, Congress adopted a.n "at risk" 

rule to deal with what were then the most 
fi9:grant types of tax shelter activities: farms, 
oil a.nd ga.s, equipment lea.sing a.nd motion 
pictures. In addition, the at-risk rule was 
applied to all limited partnerships (except 
partnerships engaged in real estate activi
ties)-the legal form then most commonly 
used for tax shelter deals. 

2. The "at-risk" rule provides that an in
vestor is not entitled to deductions from a 
particular activity except to the extent he 

*The maximum credit for single persl'.>ns 
will be reduced if the full $400 credit exceeds 
$1.1 b1llion, so that the cost of the amend
ment will not exceed $1.7 billion in revenues 
available. 

has actually invested his own funds in the 
project or is personally liable on any loans 
incurred to finance the project. If the activ
ity is financed with non-recourse borrow
ing-so that the investor ha.s no persona.I 
liability to repay the loan-the investor can
not claim deductions that result from use of 
those borrowed funds in the project. 

The problem 
Since the "a.t-risk" rule adopted in 1976 

applies only to four specific activities and 
one form of legal entity, many ta.x shelter 
enterpreneurs easily evade it by shifting ta.x 
shelter deals into other a.rea.s a.nd other 
forms. 

In the hands of ta.x shelter experts, almost 
any activity ca.n be converted to a tax shel
ter if it is not covered by the "a.t-risk" rules. 
Some of the more exotic examples of ta.x 
shelters tha.t have appeared on the scene in 
the past two years include: 

For example, suppose an individual invests 
$20,000 in an equipment ta.x shelter dea.l, 
a.nd the manager of the shelter uses the 
$20,000 to borrow an additional $80,000 a.nd 
finance a $100,000 share in a. machine. If the 
loan is on a. non-recourse ha.sis, the investor 
is not personally liable for payment of the 
loan. Thus, he ha.s $10,000 "at risk," a.nd 
$90,000 not "at risk." Without an "at risk" 
rule, the investor can claim deductions (ac
celerated depreciation and interest) based on 
the full $100,000, not his actual investment 
of $20,000. The "at risk" rule would limit his 
deduction to his actual investment. 

The Pierre Cardin Cadillac Ta.x Shelter: 
Pierre Cardin has designed custom interiors 
for Cadillacs. A tax shelter has now been 
constructed to market these luxury items. 
The entire U.S. has been divided into regions, 
a'nd ea.ch investor purchases a "distributor
ship" for a region (a.11 the work is actually 
done for each distributorship by a. manage
ment company). 

For his distributorship the investor pa.ys 
a. small amount in cash; for the balance, he 
gives his own non-recourse note, payable only 
out of proceeds from the sa.le of the interiors. 
The "fee" (including the fa.ce amount of the 
non-recourse note) is claimed a.s a. deduction 
in the first yea.r of the ten-yea.r distributor
ship. The value of the ta.x deductions prom
ised in the first year is designed to exceed the 
investor's out-of-pocket cash payment. The 
a.t risk rules do not apply because the activity 
is not one covered by present rules, a.nd it 
is claimed that the nationwide network of 
investor-distributors is not a partnership. 

The Gold Mine Ta.x Shelter: The ta.x shel
ter dealer takes a. gold mine and breaks it up 
into sepax'a.te plots, each one "purchased" by 
a.n individual investor. The purchase price is 
financed in large part by a non-recourse loa.n. 
The investor then claims deductions for the 
costs of mining the gold from his particular 
plot. Gold mining is not covered by the a.t 
risk rules, a.nd it is asserted that the separate 
mina owners do not constitute a. pa.l'1tnership. 

The CATV Tax Shelter: The holder of a. 
CATV license for a particular city divides 
it into sections. Each investor pa.ys to ac
quire the rights for an individual section, 
using non-recourse financing for a large part 
of the purchase price. All the in-;estors use 
the sa.me manager for the system. The in
vestors claim depreciation and other deduc
tions a.re not affected by the a.t rlsk rules 
because they a.re not a partnership, and be
cause cable TV is not covered by the a.t risk 
rules. 

The Book Ta.x Shelter: An indlvidual in
vestor approaches an author who has writ
ten a. book. In a. typical deal, the investor 
offers to purchase the foreign distribution 
rights and movie a.nd TV rights for (1) $20,
ooo cash; and (2) a $400,000 note payable 
only out of the profits realized from any use 
o! the rights by the investor. The author 
has only $20,000 of income, but the investor 
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claims that he ls entitled to $420,000 of 
deductions for the "purchase" price of the 
rights. The present "at risk" rules do not 
apply beca.use books a.re not one of the 
covered activities, and the investor is a 
single individual, not a partnership. 

The Art Tax Shelter: An artist creates a 
wood or metal plate from which prints can 
be run. The plate is "sold" to an investor 
for $20,000 cash plus a $220,000 non-re
course note payable only out of a portion 
of the proceeds realized by the investor from 
the sale of prints. The investor claims an 
investment tax credit of $24,000 (10 % of 
$240,000) and uses ADR and accelerated 
depreciation to claim additional tax deduc
tions against his other income. Assuming a 
ten-year life, the claimed first year depre
ciation deduction ls $60,000 (ADR reduces 
the life to eight yea.rs; accelerated deprecia
tion allows a 200 %~ deduction ln the first 
year; 2 times $30,000 equals $60,000) . Thus, 
for a 50 % bracket taxpayer, the first year tax 
benefits total $54,000 ($24,000 from the in
vestment credit plus $30,000 from deprecia
tion (50 % times $60,000 equals $30,000). The 
tax benefits a.re almost triple the a.mount 
actually paid to the artist. Again, the pres
ent "at risk" rules do not cover the trans
action, since art works are not listed and 
the investor is not a partnership. 

The House Bill 
The House blll extended the "at risk" rules 

to all activities ( except real estate) and to 
all taxpayers ( except widely held corpora
tions}. 

Senate Finance Committee action 
The SFC deleted the "at risk" provision in 

the House blll. 
Proposed amendment 

Restore the House blll "at risk" provision. 
Effect of amendment 

1. It would put an end to the maneuvering 
that goes on under present law in efforts to 
a.void the "at risk" rules. Congress cannot 
legislate a separate rule to deal with every 
new type tax shelter that is created. 

2. The new types of tax shelters a.re pure 
tax gimmicks and ought to be permanently 
eliminated. It is extremely wasteful to force 
the IRS to try to discover every new tax 
shelter that circulates in the large "under
ground" tax shelter world. 

3. The amendment would provide uniform 
rules for all taxpayers and all activities 
( other than real estate} . The present situa
tion-where some taxpayers are under the 
"at risk" rules and others are not-is unfair 
and needlessly complex. 

4. The rule would not apply to real estate, 
where non-recourse financing is less likely 
to create the abuses it does in other areas. 
Nor does it apply to widely held corporations 
(more than five shareholders}, which are not 
likely to be vehicles for tax shelter opera
tions. 
REPEAL TAX DEDUCTION AND MODIFY TAX CREDIT 

FOR POLITICAL CONTRIBUTIONS 

Present law 
A tax credit for political contributions is 

given to all taxpayers, equal to 50 % of con
tributions, up to a maximum credit of $25 for 
single persons and $50 for married couples 
filing a Joint return. 

Taxpayers who itemize their deductions 
may, as an alternative, take a deduction for 
political contributions up to a maximum $100 
for single persons or $200 for Joint returns. 

House bill 
Repeals the tax reduction but retains the 

existing credit. 
Senate Finance Committee bill 

Doubles the maximum amount of the tax 
credit to $50 for single persons and $100 for 
married couples. 

Retains the existing alternative deduction 
for itemizers. 

Proposed amendment 
Repeal the deduction for political con

tributions. 
All taxpayers would be eligible for a credit 

equal to 75 % (rather than 50 %) of political 
contributions up to the existing maximum 
limits of $25 for a single person and $50 for 
married couples filing Joint returns. 

Reasons for amendment 
1. The present alternative itemized deduc

tion is only available to the 20% of upper
income taxpayers who itemize their deduc
tions. This means that the amount of the 
benefit increases as the individual's tax 
bracket increases-the higher the bracket, 
the bigger the tax break. For example, a 70 % 
bracket married couple gets a $140 tax reduc
tion for a $200 contribution, but a standard 
deduction married couple can only get a tax 
reduction of $50 for the same $200 contribu
tion. This is manifestly unfair. A tax credit 
for everyone insures that all donors, regard
less of their income tax brackets, a.re given 
equal incentives to make political contribu
tions. 

2. Repeal of the alternative deduction will 
also be a significant tax simplification meas
ure. Under persent law and the SFC bill, tax
payers must make two computations, one 
under the credit and one under the deduc
tion, to determine which provides the greater 
tax benefits. The double computation in
volves needless complexity as well as unjusti
fiable inequity. 

3. The SFC proposes to increase the maxi
mum credit to $50 for single persons and 
$100 for married persons. Such an action 
would only help higher income donors who 
can well afford to ~ive larger amounts to po
litical campaigns without federal support. 

By contrast, increasing the percentage limi
tation from 50% to 75% of a donation pro
vides a greater incentive to lower income 
persons who cannot afford large out-of
pocket donations. 

As the following example shows, the pro
posed amendment will effectively encourage 
political participation by middle-income per
sons: 

Example 
Under present law a $15,000 per year mar

ried couple who makes a political contribu
tion of $50 ls entitled to a $25 tax credit (one
half the contribution}. The net out-of-pocket 
cost is $25. The SFC bill does not change this 
result. 

Under the proposed amendment this mid
dle income family can make a contribution 
of $75, obtain a tax credlt of $50 (75 % of 
$75=$56.28, so the $50 limit applies}, and 
still be out of pocket the same $25. 

This middle income family's financial in
vestment in the political process has been 
increased by one-third; under the SFC bill 
they have no incentive for. increased partici
pation at all. 

4. On the other hand, the SFC bill will 
simply give a tax reduction to many high 
income donors who do not increase their 
political contributions at all. 

Example 
A $4-0,000 per year married couple gives 

$200 to a political campaign. They claim a 
deduction and under present law receive $90 
tax benefit (45% of $200). Under the SFC 
bill, this couple will get a $100 tax credit for 
the same $200 contribution. Though the 
couple has not increased participation in the 
political process at all, they get an additional 
$10 tax reduction. 

5. President Carter recommended repeal of 
the political contribution deduction as part 
of his 1978 tax program. 
REQUmE . ACCRUAL ACCOUNTING FOR LARGE FARM 

CORPORATIONS 

Present law 
The Tax Reform Act of 1976 established 

the general rule that farm corporations must 
use the accrual method of accounting and 

must capitalize pre-productive period costs. 
This change brought farm tax accounting 
rules into conformity with those applicable 
to other types of businesses. 

Important exceptions, however, have been 
provided for: 

( 1) Nurseries and farins engaged in the 
raising or harvesting of trees ( other than 
fruit and nut trees}; 

(2) Corporations with annual gross in
come of $1 million or less; 

(3) Subchapter S corporations: 
(4) Certain farm corporations controlled 

by one, two or three families (the exception 
for certain two and three family-owned cor
porations is effective only until 1978 and is 
intended to benefit two large poultry farins). 

Certain tax shelter "farming syndicates" 
are also subject to the accrual accounting 
requirements. 

House bill 
The exception provided for two and three 

family-owned corporations is made perma
nent. 

Senate Finance Committee bill 
Same as House bill for family corporations. 

An exception for sod farins is also added. 
Proposed amendment 

Require accrual accounting (and capitali
zation of pre-productive period costs) for 
(1) all farm corporations (and partnerships 
with a corporate partner} with annual gross 
income of $1 million or more; and (2) for all 
farm syndicates (as defined under present 
law) regardless of size. 

The present exceptions will be continued 
for Subchapter S corporations and for nurs
eries and other farming corporations that 
raise or harvest trees ( other than fruit and 
nut trees}. 

Reasons for proposed amendments 
1. The cash method of accounting was orig

inally introduced in the 1920's to relieve the 
small family farmer of the complexities of 
accrual accounting. But the large farm cor
porations of today are "big business" and 
can employ the necessary accounting exper
tise to use the accrual method for tax pur
poses. For these "agri-giants" the cash meth
od of accounting is an unjustified subsidy. 

2. Congress in the 1976 Act basically adopt
ed the proposition that large farm opera
tions-those with annual sales over $1 mil
lion-should be required to use the accrual 
method of accounting for tax purposes. How
ever, the exceptions adopted by the Congress 
have allowed continued use of the ca.sh meth
od by farm corporations that are not small 
farm operations. 

3. Under the proposed amendment, only the 
largest farm corporations will be required to 
shift to accrual accounting. Retention of the 
exception for farm corporations that have 
less than $1 million in gross income means 
that 94% of all farm corporations wlll con
tinue to be able to use the cash method for 
tax purposes. 

4. The present exception for family-owned 
corporations ls not Justifiable. The relevant 
fact ls the size of the corporation, not the 
relationship among its shareholders. A 
family-owned corporation with gross sales in 
excess of $1 million ls just as sophisticated 
and can employ accountants Just as easily a.s 
a large corporation with unrelated share
holders. In short, family ownership has no 
relevance to the desire to provide simple ac
counting methods for small corporations. 

5. The exclusion for family corporations 
creates unfair competition between farm 
corporations that are not family owned and 
farm corporations that are. There is no rea
son why Farm Corporation A with $10 million 
of gross income should get more favorable 
tax treatment "&han its competitor. From Cor
i:,oration B, also with $10 million of income, 
Just because A is owned by 1, 2, or 3 families 
and B is not. It is illogical to argue that a cor
poration with $65 million in annual sales 
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cannot cope with the allged complexities of 
accrual accounting Just because it is family
owned. 

6. Accrual accounting should be required 
of all farm "syndicates," because these are 
the entities used for sophisticated tax shelter 
deals; most of them use the accrual method 
for financial reporting purposes. 

7. The proposed amendment was recom
mended by President Carter in his 1978 Tax 
Program. 

DELETE INCREASE IN ADR METHOD OF 
DEPRECIATION 

Present law 
Under the ADR (Asset Depreciation 

Range) system of depreciation, a taxpayer is 
given the option to reduce by 20 % the use
ful life of qualifying property for deprecia
tion purposes. Thus, for example, if a com
pany acquires a machine with a useful life 
of ten years, the ADR system allows the 
company to reduce the life to eight years 
and then take depreciation deductions based 
on the shorter period. 

The ADR system was introduced in 1971 
to provide an investment stimulus in the 
form of accelerated depreciation, and to re
duce disputes between taxpayers and the 
IRS concerning useful lives. 

House bill 
No Provision. 

Senate Finance Committee bill 
Changes the allowable range for ADR 

purposes from 20 % to 30%. Thus, a com
pany that acquires a machine with a ten
year useful life could reduce that life under 
ADR to seven years for depreciation pur
poses, instead of eight years under present 
law. 

The revenue cost of the Finance Commit
tee provision is $513 million for calendar 
year 1979 and rises to over $2.6 billion by 
1982. 

Proposed amendment 
Delete the Finance Committee provision 

increasing the ADR range from 20 % to 30 % . 
(The present law ADR range of 20 % would 
be retained). 

Reasons for proposed amendment 
1. Increasing the ADR range is a discrim

inatory method to provide business tax re
ductions. It provides the greatest relief for 
capital intensive _companies and, within 
capital intensive companies, the greatest re
lief goes to those companies that buy assets 
with the longest useful lives. Labor intensive 
industries get little or no benefit from in
creased or more rapid depreciation methods 
such as ADR. 

A general corporate rate reduction, as pro
vided in the bill, is a far more neutral 
method of providing tax relief to the corpo
rate sector. Rate reductions provide tax ben
efits to labor intensive as well as capital in
tensive businesses. Moreover, general rate 
cuts provide needed funds for working capi
tal and for research and development ex
penditures, neither of which are assisted by 
increasing the ADR range. 

2. Increasing the ADR range provides no 
benefits to newly formed businesses that 
typically experience large start-up losses. In
creasing ADR simply adds to the net operat· 
ing loss carryover of these firms and provid.es 
no immediate assistance. Similarly, increas
ing ADR is of no assistance to firms experi
encing current net operating losses. The only 
method for aiding these types of businesses 
that are most in need of financial benefits 
is by the refundable investment credit. 

3. Accelerated depreciation is a key ele
ment in equipment leasing tax shelters. In
creasing the ADR range will provide an 
added stimulus to the formation of tax 
shelters in the equipment leasing area. This 
development would produce an undesirable 

waste of tax benefits needed for capital in
vestment. 

4. The ADR changes proposed by the Fi
nance Committee involve unacceptable reve
nue losses. The revenue cost to the Treasury 
for the years 1979 through 1982 is almost $7 
billion. 

5. The increase in the ADR range is op
posed by the Administra tion.e 
ORDER FOR CONSIDERATION OF DANFORTH•JAVITS 

-AMENDMENT TOMORROW 

Mr. HANSEN. Mr. President, I ask 
unanimous consent that after the con
sideration of the Nelson amendment to
morrow morning, the Danforth-Javits 
amendment may be next considered. 

The PRESIDING OFFICER. Is there 
objection to the unanimous-consent re
quest of the Senator from Wyoming? 

Without objection, it is so ordered. 

SPECIAL ORDERS 
Mr. ROBERT c. BYRD. Mr. President, 

I ask unanimous consent that on tomor
row morning, after the two leaders are 
recognized, Senator PROXMIRE be recog
nized for not to exceed 5 minutes, and 
Mr. GoLDWATER for not to exceed 10 
minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ROUTINE MORNING BUSINESS 
Mr. ROBERT c. BYRD. Mr. President, 

I ask unanimous consent that there now 
be a period for the transaction of rou
tine morning business with statements 
therein limited to 3 minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

· REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. JACKSON, from the Committee on 

Energy and Natural Resources, with a.n 
amendment and an amendment to the title: 

H.R. 39. An act to designate certain lands 
in the State of Alaska as units of the Na
tional Park, National Wildlife Refuge, Na
tional Wild and Scenic Rivers, and National 
Wilderness Preservation Systems, and for 
other purposes (together with minority and 
supplemental views) (Rept. No. 95-1300). 

By Mr. JACKSON, from the Committee 
on Energy and Natural Resources, with 
amendments: 

S. 1403. A bill to provide for conveyance 
of certain lands near Dixon, New Mexico, to 
the University of New Mexico (Rept. No. 95-
1301). 

By Mr. JACKSON, from the Committee on 
Energy and Natural Resources: 

Special Report Pursuant to Section 302 (b) 
of the Congressional Budget Act (Rept. 95-
1302). 

By Mr. PROXMIRE, from the Committee 
on Banking, Housing, and Urban Affairs, 
without amendment: 

H.R. 9937. An act to amend the Bank Hold
ing Company Act Amendments of 1970 (Rept. 
No. 95-1303) . 

S. 3581. An original bill to extend the au
thorization for the striking of bicentennial 
medals (Rept. No. 95-1304). 

By MR. HANSEN, from the Committee on 
Energy and Natural Resources, with amend
ments: 

H .R. 12349. An Act to provide for the Du
Noir Basin Addition to the Washakie Wild
erness (Rept. No. 95-1305) . 

By Mr. LONG, from the Committee on 
Finance, with an amendment and an amend
ment to the title: 

H.R. 12973. An act to amend title XX of 
the Social Security Act to increase the 
entitlement ceiling and otherwise provide 
for an expanded social services program, to 
promote consulitation aind cooperative efforts 
among States, localities, and other local 
public and private agencies to coordinate 
services, to extend certain provisions of 
Public Law 94-401, and for other purposes 
(Rept. No. 95-1306). 

By MR. LONG, from the Committee on 
Finance, with amendments and an amend
ment to the title: 

H .R. 5551. An act to suspend until the 
close of June 30, 1980, the duty on 2-Methyl, 
4-chlorophenol (Rept. No. 95-1307). 

By MR. LONG, from the Committee on 
Finance, without amendment, but with a 
preamble: 

S. Res. 475. A resolution disa,pproving In
ternal Revenue Service reorganization (Rept. 
No. 95-1308). 

By Mr. MUSKIE, from the Committee on 
the Budget without ~endment: 

S. Res. 576. A resolution waiving section 
303 (a) of the Congressional Budget Act of 
1974 with respect to consideration of an 
amendment intended to be proposed by Mr. 
Kennedy (for himself and other Senators) 
to H.R. 13511 (Rept. No. 95-1309). 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. WILLIAMS, from the committee 
on Human Resources: 

Charles William Benton, of Illinois, to be 
a Member of the National Commission on 
Libraries and Information Science. 

(The above nomination was reported 
with the recommendation that it be 
confirmed, subject to the nominee's 
commitment to respond to requests to 
appear and testify before any duly con
stituted committee of the Senate.) 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first time 
and, by unanimous consent, the second 
time, and ref erred as indicated: 

By Mr. DURKIN: 
S. 3580. A bill to amend the Internal Rev

enue Code of 1954 to increase the amount 
of the dividend exclusion; to the Committee 
on Finance. 

By Mr. PROXMIRE (from the Com
mittee on Banking, Housing, and 
Urban Affairs) : 

S. 3581. A bill to provide for the author
ization for the striking of bicentennial · 
medals. Original bill reported and placed 
on the calendar. 

By Mr. HATCH: 
S. 3582. A bill to amend the Small Busi

ness Act by adding at the appropriate place 
an Employee Protection Program; to the 
Select .Jommittee on Small Business. 

By Mr. BARTLETT: 
S. 3583. A bill to prohibit the use of any 

name, official title, photograph, or other 
communication of any individual, public offi
cial, business association, or nonprofit or
ganization without obtaining prior written 
consent; to the Committee on the Judiciary. 

S. 3584. A bill to amend the "Joint Own
ers" provision of the Patent Act, Title 35, 
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U.S.C., Sec. 262; to the Committee on the 
Judiciary. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. DURKIN: 
S. 3580. A bill to amend the Internal 

Revenue Code of 1954 to increase the 
amount of the dividend exclusion; to the 
Committee on Finance. 

THE DIVIDEND EXCLUSION 

• Mr. DURK"!:N. Mr. President, I am to
day introducin5 legislation to reduce 
taxes for the average citizen who invests 
in stocks, by increasing from $100 to 
$250 the amount of dividends a taxpayer 
may deduct from taxable income. This 
will not only benefit the modest stock
holder but it will also benefit business by 
increasing investment. Increased invest
ment means increased business growth, 
and this means more jobs and less un
em;Jloyment. 

There is no question that the time has 
come to increase this exclusion. This 
exclusion was last increased in 1963, and 
in the intervening 15 years the Consum
er Price Index has more than doubled, 
increasing by 113 percent. It is time to 
bring the dividend exclusion in line with 
this reality. 

Many of us in the Senate and else
where have become increasingly con-· 
cerned over the precipitous decline in 
capital investments and the sluggish 
performance of the equity markets. 

In good part, at least, this record of 
poor performance reflects the growing 
difference between the potential returns 
on common stocks and the alternatives 
available in a high-inflation economy. 
But we should bear in mind that equity 
market is critical to stimulating a 
healthy innovation in the country. 

The increase that I am proposing will 
not make anybody rich. It will not help 
the Rockefellers and the Mellons. But it 
will increase the attractiveness of equity 
investments for millions of small inves
tors. 

I ask unanimous consent that the text 
of the bill be printed in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD., as 
follows: 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That sub
section (a) of section 116 of the Internal 
Revenue Code of 1954 (relating to partial 
exclusion of dividends received by individ
uals) is amended by striking out "$100" 
each place it appears and inserting in lieu 
thereof "$250." 

(b) The amendments made by subsection 
(a) shall apply to taxable years beginning 
after December 31, 1978.e 

By Mr. HATCH: 
S. 3582. A bill to amend the Small 

Business Act by adding at the appropri
ate place an employee protection pro
gram; to the Select Committee on Small 
Business. 
SMALL BUSINESS EMPLOYEE PROTEC'TION EQUAL

IZATION ACT OF 1978 

• Mr. HATCH. Mr. President, the air
line industry, ConRail, Amtrak, and the 
steel industry have prevailed on the Con-

gress to enact "Employee Protection, and 
Trade Readjustment Assistance" pro-

· grams which provide generous compen
sation from the U.S. Treasury for em
ployees in those industries which lose 
their jobs or must relocate due to regu
"latory actions or economic policies of the 
Federal Government. 

These programs discriminate against 
other American workers, not employed 
in these favored industries, who are 
equally disadvantaged by our regulatory 
actions and trade policies. 

Accordingly, I am introducing today, 
the Small Business Employee Protection 
Equalization Act of 1978 to correct this 
glaring inequity and blatant discrimina
tion in our laws. This bill, which com
ports identically with section 22 of the 
airline deregulation bill recently passed 
by the Senate, authorizes monthly pay
ments for up to 36 months, from the 
U.S. Treasury to all employees, except 
corporate officers and directors, having 4 
years or more service in small businesses 
who lose their jobs or suffer "qualifying 
dislocation" due to regulatory action, 
trade or economic policy of the Federal 
Government. 

Like the airline deregulation bill, 
this measure provides: First, that the 
monthly assistance or reimbursement 
payments shall be sufficient to maintain 
the displaced employee in the same fi
nancial and fringe benefit status he or 
she enjoyed in their job; second, that 
payments will also be made to cover the 
relocation expenses of such employee and 
his family when he or she must relocate 
because of Government action to accept 
other employment, and third, that the 
Treasury will also cover any loss such 
employee incurs because of selling his 
home, canceling or forfeiting his lease 
or purchase contract because of the 
relocations. 

While this bill would not benefit a 
small business worker nearly to the ex
tent of the $100,000 a year plus that the 
Treasury will pay some airline pilots 
under their employee protection plan, nor 
will the American taxpayer be obliged to 
pay the high compensation of Amtrak, 
ConRail and steelworkers are entitled to, 
it will go a long way toward removing the 
outrageous discrimination against the 
Nation's "little people" under existing 
law. 

Why should we continue to "squeeze 
the little guys" in our economy by rel
egating them to the meager unemploy
ment compensation handouts, while pay
ing these enormous benefits to some of 
the most privileged and highest paid 
workers in the country? 

It does not make any sense to me and 
I am confident it does not make any sense 
to most Members of the U.S. Senate. 

I therefore urge this body to remove 
this affront to the 100 million Americans 
who rely on small business for a liveli
hood by acting speedily and favorably on 
this measure.• 

By Mr. BARTLETT: 
S. 3583. A bill to prohibit the use of 

any name, official title, photograph, or 
other communication of any individual, 
public official, business association, or 
nonprofit organization without obtaining 

prior written consent; to the Committee 
on the Judiciary. 

S. 3584. A bill to amend the "Joint 
Owners" provision of the Patent Act, title 
35, U.S.C., section 262; to the Committee 
on the Judiciary. 

UNAUTHORIZED USE OF ENDORSEMENT ACT 

• Mr. BARTLE'IT. Mr. President, the 
legislation that I am introducing today 
is a serious proposal which should be 
considered during the 96th Congress, and 
after hearings, it should be inacted in 
some form designed to protect the unsus
pecting consumer. 

The legislation arises from the use of 
names and statements of both public 
figures and other citizens to promote 
products and or services. This use was 
done completely without the authoriza
tion of the individual whose name and 
statement was used, and this practice 
proved to have significant misleading ef
fect on the general public. In fact, the 
majority cases showed a detrimental im
pact on the unsuspecting consumer. 

It is a fact of life that people of various 
occupations and social strata often enjoy 
having their name used in some public 
format, but this use is usually done with 
the person's permission, particularly 
when the use relates to the promotion of 
a product or a service. 

Most political figures seek publicity in 
many shapes and forms, but when it 
comes to the promotion of a product or 
service, I believe that most politicians 
have a policy of requiring notice of the 
use and some form of granting official 
permission. 

My policy has always been to require 
a complete written request and accurate 
explanation of the proposed use of my 
name or statements. I have followed this 
rule whether it was a product, service, or 
another person for which the support is 
requested. Notwithstanding my policy, I 
have rarely allowed my name to be used 
for the promotion of a product or service. 
I believe this is the general rule followed 
by my colleagues, and is what the general 
public expects has occurred when they 
see such endorsement. 

The legislation I am introducing cod
ifies this accepted practice. The need is 
based on the fact that some businesses 
have and probably still are not follow
ing the procedure, and it has proven, in 
the discovered cases, to be very detri
mental to the general public. 

Mr. President, I have a second piece of 
legislation which is indirectly related to 
the matter I have just discussed. The 
legislation arises out of testimony that 
occurred during the investigation of 
complaints pertaining to the deception 
to consumers where names and state
ments were used without authorization 
to promote a patent service. 

My amendment merely provides that 
where there is joint ownership of a 
patent, the joint owners must be in
formed in writing that any o~ them may 
use or sell the patented invention with
out the consent of the other joint owners, 
or an accounting to the other joint 
owners. 

Title 35 U.S.C. section 262 provides 
that any joint owner: 
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... may make, use or sell the patented 

invention without the consent of and with
out accounting to the other owners. 

My amendment requires that at the 
outset of the joint ownership, all parties 
must be informed in writing of the pro
visions contained in section 262. 

This is particularly important to the 
person who has never been involved with 
patent procedures and must seek the 
promotion of an invention through the 
sale of a joint ownership interest. 

Again, I would hope for hearing and 
action on these matters during the 96th 
Congress. 

Mr. President, the development of 
these two pieces of legislation has taken 
a good deal of time and careful consid
eration. I would like to particularly 
thank Harriet Guber Mulhern, senior 
staff attorney, Federal Trade Commis
sion, New York regional office, for her 
thoughts and advice while my staff was 
preparing this legislation. Mrs. Mulhern 
has a good deal of experience in this 
area, because of her involvement in the 
prosecution of su:h cases. 

Mr. President, I ask unanimous con
sent that my two bills be printed at this 
point in the RECORD. 

There being no objection, the bills 
were ordered to be printed in the RECORD, 
as follows: 

s . 3583 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Unauthorized Use 
and Endorsement Act". 

FINDINGS AND PURPOSE 

SEc. 2. (a) The Congress finds that-
( 1) the names, official titles, photographs, 

and other communications of persons, pub
lic officials, business associations, or non
profit organizations have been used to pro
mote and endorse certain products and serv
ices without their permission; 

(2) there is reason to believe that the gen
eral public has been and will continue to be 
mislead and rely upon the unauthorized use 
of names, official titles, photographs, and 
other communications of individuals, public 
officials, business associations, or nonprofit 
organizations in the purcase of products or 
services; 

(3) there is a. reasonable possibility of loss 
of reputation or detriment to individuals, 
public officials, business associations, or non
profit organizations, whose name, official 
title, photograph, or other communication 
is used, without prior knowledge and written 
consent, to promote a product or service; 

(4) there is a reasonable possibility Qf loss 
to consumers who have erroneously relied 
upon unauthorized endorsements of pro
ducts or services by individuals, public of
ficials, business associations, or nonprofit 
organizations whose name, official title, 
photograph, or other communication has 
been used for commercial purposes without 
prior knowledge and written consent. (b) 
The purposes of this Act a.re--

( 1) to prohibit the unauthorized use of 
the name, official title, photograph, or other 
oral or written communication of an individ
ual, public official, business association, or 

· nonprofit organzation to promote the sale of 
products or services; and 

(2) to provide a. remedy for individuals, 
public officials, business associations, or non
profit organizations, who a.re misled by or 
rely upon such unauthorized use, and to pro
vide a. remedy for the individual, public of
ficial, business association, or nonprofit 
organization whose name, official title, 
photograph, or other communication ls used 

without prior knowledge and written con
sent. 

DEFINITIONS 

SEc. 3. For the purposes of this Act, the 
term-

(1) "business association" means a corpo
ration, partnership, joint venture, or other 
association whose purpose is the sale for 
profit of a. product or service; 

(2) "electronic communication" means any 
communication made in whole or in part 
through the use of radio, television, tele
phone, telegraph, or any other electronic or 
mechanical means; 

(3) "individual" means a. citizen of the 
United States or an alien lawfully admitted 
for permanent residence; 

(4) "nonprofit organization" means an 
organization described in section 501 (c) (3) 
of the Internal Revenue Code of 1954; 

(5) "person" includes an individual, public 
official, business association, and nonprofit 
organization as defined by this Act; 

(6) "printec' material" means a brochure, 
pamphlet, flyer, book, magazine, advertise
ment, letter, circular, or notice of any kind; 
and 

(7) "public official" means an individual 
~lected or appointed to an office in Federal, 
State, or local government, whether or not 
reimbursed for his or her services, or an indi
vidual employed by a Federal, State, or local 
unit of government. · 

PROHmITIONS 

SEc. 4. (a) Any person who uses, in any 
printed material or any electronic commu
nication, the name, official title, photograph, 
or other oral or written communication of 
any other person, without tha.t person's 
prior written consent e.nd knowledge, or if 
such person is a. minor, the consent of such 
person's µa.rent or guardian, for-

( 1) promoting or advertising the sale of 
products or services; 

(2) solicitation of ;patronage; or 
(3) solicitation of contributions; 

shall for each violation be fined not more 
than $10,000, imprisoned for not more than 
thirty days, or both. 

(b) Any person who represents, directly or 
indirectly, orally, in writing, or by other 
manner or means, that another person has 
endorsed, used, or has been satisfied with 
the products or services of the first person, 
and such representation ls made without the 
prior written consent and knowledge of such 
person, or if such person is a minor, the 
consent of that person's parent or guardian, 
shall for each violation be fined not more 
than $10,000, imprisoned for not more than 
30 days, or both. 

(c) Prior written consent for to the use 
of any person's name, official title, photo
graph, or other oral o·r written communica
tion required in subsections (a) and (b) of 
this section sha.11 be voluntarily given and 
may be limited to a. particular purpose or 
time period, and revoked by written notice 
at any time after such consent ls given. 

REMEDIES 

SEC. 5. (a) The Federal Trade Commission 
may bring an action for injunctive relief in 
a United States district court in any district 
in which a violation of subsection (a) or 
(b) of section 4 is alleged to have occurred, 
or in any district in which the alleged viol
ator is found or transacts business. 

(b) The Federal Trade Commission may 
bring a. civil action in a United States dis
trict court in any district in which a. viola
tion of section 4 (a.) or ( b) is alleged to 
have occurred to recover a. civil penalty of 
or in any district in which the alleged vio
la.tor is found or transacts business. 

( c) Any person whose name, official title, 
photograph, or other oral or written com
munication is used in violation of section 4 
(a), or who is the subject of a representa
tion of endorsement, use, or satisfaction with 

a. product or service in violation of section 
4 (b). may bring an action for damages sus
tained as the result of such violation in any 
United States district court in the district 
in which a. violation is alleged to have 
occurred or in which the complainant re
sides, without regard to the a.mount in con
troversy, within two years from the date on 
which the cause of action arises. In any case 
in which the violation was committed know
ingly, the complainant may be a.warded ex
emplary damages. 

(d) Any person who relies to their detri
ment on the unauthorized use of a person's 
name, official title, photograph, or other oral 
or written communication in violation of 
section 4 (a.), or the unauthorized represen
tation of a person's endorsement, use, or 
satisfaction with a product or service in viola
tion of section 4 (b), may bring an action to 
recover damages sustained as the result of 
such reliance in any United States district 
court in the district in which a. violation is 
alleged to have occurred or in which the com
plainant resides , without regard to the 
amount in controversy, within two years 
from the date on which the cause of action 
arises. In any case in which the violation 
was committed knowingly, the complainant 
may be a.warded exemplary damages. 

S.3584 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That section 
262 of title 35, United States Code is amended 
by adding the following new subsection: 

(b) Any assignment of a part interest in 
a patent is voidable at the instance of any 
party if it does not set forth in writing the 
provisions of t1'e proceeding subsection.e 

ADDITIONAL COSPONSORS 
s. 2725 

At the request of Mr. MATSUNAGA, the 
Senator from Hawaii (Mr. INOUYE) was 
added as a cosponsor of S. 2725, to grant 
early retirement benefits to air traffic 
control specialists employed at :flight 
service stations. 

s. 3392 

At the request of Mr. MATSUNAGA, the 
Senator from Colorado (Mr. HART) was 
added as a cosponsor of S. 3392, to ac
celerate solar photovoltaic energy re
search, development, and demonstration. 

SENATE RESOLUTION 571 

At the request of Mr. DoLE, the Sena
tor from New York (Mr. JAVITS) was 
added as a cosponsor of Senate Resolu
tion 571, a resolution regarding the 
situation in Lebanon. 

AMENDMENT NO. 405.8 

At the request of Mr. NELSON, the 
Senator from Rhode Island (Mr. 
CHAFEE) and the Senator from Alabama 
(Mr. SPARKMAN) were added as cospon
sors of amendment No. 4058 intended to 
be proposed to the committee amend
ment to H.R. 13511, the Revenue Act of 
1978. 

AMENDMENTS SUBMITTED FOR 
PRINTING 

REVENUE ACT OF 1978-
H.R. 13511 

AMENDMENT NO. 4083 

(Ordered to be printed and to lie on 
the table.) 

Mr. NELSON (for himself' Mrs. HUM
PHREY' Mr. WILLIAMS, Mr. CRANSTON' and 
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Mr. KENNEDY) submitted an amendment 
intended to be proposed by them, jointly, 
to the committee amendment in the na
ture of a substitute to H.R. 13511, an act 
to amend the Internal Revenue Code of 
1934 to reduce income taxes, and for 
other purposes. 

AMENDMENT NO. 4084 

<Ordered to be printed and to lie on 
the table.) 

Mr. NUNN (for himself, Mr. CHILES, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. Do~ENICI, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to H.R. 13511, 
supra. 

AMENDMENT NO. 4085 

(Ordered to be printed and to lie on 
the table.) 

Mr. CULVER (for himself, Mr. EAGLE
TON, Mr. NELSON, Mr. PEARSON, Mr. ROTH, 
Mr. GRIFFIN, Mr. HELMS, and Mr. HEINZ) 
submitted an amendment intended to be 
proposed by him to H.R. 13511, supra. 

AMENDMENT NO. 4086 

(Ordered to be printed and to lie on 
the table.) 

Mr. DECONCINI submitted an amend
ment intended to be proposed by him to 
H.R. 13511, supra. 

AMENDMENT NO. 4087 

(Ordered to be printed and to lie on 
the table.) 

Mr. BAYH submitted an amendment 
intended to be proposed by him to H.R. 
13511, supra. 

AMENDMENT NO. 4088 

(Ordered to be printed and to lie on 
the table.) 

Mr. BARTLE'IT (for himself, Mr. 
BELLMON, Mr. BENTSEN, Mr. CURTIS, Mr. 
DoLE, Mr. DoMENICI, Mr. GOLDWATER, Mr. 
GRAVEL, Mr. GRIFFIN, Mr. HANSEN, Mr. 
HATCH, Mr. MARK 0. HATFIELD, Mr. HELMS, 
Mr. LAXALT, Mr. LUGAR, Mr. McCLURE, Mr. 
MELCHER, Mr. SCHMITT, Mr. SCOTT, Mr. 
STEVENS, Mr. TOWER, and Mr. \VALLOP) 
submitted an amendment intended to be 
proposed by them, jointly, to H.R. 13511, 
supra. 

AMENDMENTS NOS. 4089 THROUGH 4115 

<Ordered to be printed and to lie on 
the table.) 

Mr. LONG submitted 27 amendments 
in tended to be proposed by him to 
amendment No. 3678 (as modified) pro
posed to H.R. 13511, supra. 

AMENDMENTS NOS. 4116 AND 4117 

(Ordered to be printed and to lie on 
the table.) 

Mr. PROXMIRE submitted two 
amendments intended to be proposed by 
him to amendment No. 4049 proposed to 
H.R. 13511, supra. 

AMENDMENT NO. 4118 

<Ordered · to be printed and to lie on 
the table.) 

Mr. DOLE submitted an amendment 
intended to be proposed by him to H.R. 
13511, supra. 

AMENDMENT NO. 4119 

(Ordered to be printed and to lie on 
the table.) 

Mr. JAVITS submitted an amendment Amendment No. 4036 intended to be pro
intended to be proposed by him to H.R. posed to H.R. 13511, supra. 
13511, supra. AMENDMENTS NOS. 4138 AND 4139 

AMENDMENT NO. 4120 

(Ordered to be printed and to lie on 
the table.) 

Mr. DOLE submittted an amendment 
intended to be proposed by him to 
amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4121 AND 4122 

(Ordered to be printed and to lie on 
the table.) 

Mr. GRAVEL submitted two amend
ments intended to be proposed by him 
to the committee amendment in the na
ture of a substitute to H.R. 13511, supra. 

AMENDMENTS NOS. 4123 AND 4124 

< Ordered to be printed and to lie on 
the table.) 

Mr. JAVIT3 sutmitted two amend
ments intended to be proposed by him 
to the committee amendment in the na
ture of a substitute to H.R. 13511, supra. 

AMENDMENT NO. 4125 

<Ordered to be printed and to lie on 
the table.) 

Mr. JAVITS (on behalf of Mr. HATHA
WAY and himself) submitted an amend
ment intended to be proposed by him to 
the committee amendment in the na
ture of a substitute to H.R. 13511, supra. 

AMENDMENT NO. 4126 

(Ordered to be printed and to lie on 
the table.) 

Mr. KENNEDY submitted an amend
ment intended to be i:roposed by him to 
the committee amendment in the nature 
of a substitute to H .R. 13511, supra. 

AMENDMENTS NOS. 4127 THROUGH 4129 

(Ordered to be printed and to lie on 
the table.) 

Mr. KENNEDY submitted three 
amendments intended to t:e proposed by 
him to H.R. 13511, supra. 

AMENDMENTS NOS. 4130 AND 4131 

( Ordered to be printed and to lie on 
the table.) 

Mr. PROXMffiE submitted two 
amend:nents int£nded to be proposed by 
him to Amendment No. 3678 (as modi
fied) proposed to H.R. 13511, supra. 

AMENDMENT NO. 4132 

(Ordered to be printed and to lie on 
the table.) 

Mr. HUDDLESTON submitted an 
r..mendment intended to be proposed by 
him to H.R. 13511, supra. 

AMENDMENT NO. 4133 

(Ordered to be printed and to lie on 
the table.) 

Mr. MATHIAS submitted an amend
ment intended to be proposed by him to 
an amendment intended to be proposed 
by Mr. CULVER to H.R. 13511, supra. 

AMENDMENTS NOS. 4134 THROUGH 4136 

(Ordered to be printed and to lie on 
the table.) 

Mr. HEINZ submitted three amend
ments intended to be proposed by him 
to H.R. 13511, supra. 

AMENDMENT NO. 4137 

(Ordered to be printed and to lie on 
the table.) 

Mr. KENNEDY submitted an amend
ment intended to be proposed by him to 

(Ordered to be printed and to lie on 
the table.) 

Mr. PROXMIRE submitted two 
amendments intended to be proposed by 
him to Amendment No. 4083 intended to 
be proposed to H.R. 13511, supra. 

AMENDMENTS NOS. 4140 AND 4141 

(Ordered to be printed and to lie on 
the table.) 

Mr. PACK\VOOD submitted two 
amendments intended to be proposed by 
him to the committee amendment in the 
nature of a substitute to H.R. 13511. 
supra. 

AMENDMENTS NOS. 4142 AND 4143 

(Ordered to be printed and to lie on 
the table.) 

Mr. PACK\VOOD submitted two 
amendments intended to be proposed by 
him to a pending amendment intended 
to be proposed to H.R. 13511, supra. 

AMENDMENT NO. 4144 

(Ordered to be printed and to lie on 
the table.) 

Mr. KENNEDY submitted. an amend
ment intended to be proposed by him to 
H.R. 13511, supra. 

AMENDMENT NO. 4145 

(Ordered to be printed and to lie on 
the table.) 

Mr. CULVER (for himself, Mr. 
EAGLETON, Mr. NELSON, Mr. PEARSON, Mr. 
ROTH, Mr. GRIFFIN, Mr. HELMS, and MI-. 
HEINZ) submitted an amendment in
tended to be proposed by them, jointly. 
to H.R. 13511, supra. 

AMENDMENTS NOS. 4146 THROUGH 4148 

<Ordered to be printed and to lie on 
the table.) 

Mr. JAVITS submitted three amend
ments intended to be proposed by him 
to H.R. 13511, supra. 

AMENDMENT NOS. 4149 AND 4150 

(Ordered to be printed and to lie on 
the table.) 

Y...r. HELMS sumitted two amendments 
intended to be proposed by him to 
Amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4151 AND 4152 

(Ordered to be printed and to lie on 
the table.) 

Mr. BAKER (for Mr. GRIFFIN) sub
mitted two amendments intended to be 
proposed by them, jointly, to H.R. 13511, 
supra. 

AMENDMENT NO. 4153 

<Ordered to be printed and to lie on 
the table.) 

Mr. GLENN submitted an amendment 
intended to be proposed by him to the 
committee amendment in the nature of 
a substitute to H.R. 13511, supra. 

AMENDMENTS NOS. 4154 AND 4155 

(Ordered to be printed and to lie on 
the table.) 

Mr. GLENN submitted two amend
ments intended to be proposed by him 
to H.R. 13511, supra. 

AMENDMENT NO. 4156 

(Ordered to be printed and to lie on 
the table.) 

Mr. HELMS submitted an amendment 
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intended to be proposed by him to H.R. 
13511, supra. 

AMENDMENT NO. 4157 

cOrdered to be printed and to lie on 
the table.) 

Mr. HELMS submitted an amendment 
intended to be proposed by him to 
Amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4158 AND 4159 

(Ordered to be printed and to lie on 
the table.) · 

Mr. HEINZ (for himself, Mr. DOMENI
C!, Mr. BROOKE, Mr. CASE, Mr. HASKELL, 
and Mr. DURKIN) submitted two amend
ments intended to be ·proposed by them, 
jointly, to H.R. 13511, supra. 

AMENDMENTS NOS. 4160 AND 4161 

<Ordered to be printed and to lie on 
the table.) 

Mr. CHILES (for himself and Mr. 
BELLMON) submitted two amendments 
intended to be proposed by them, jointly, 
to H.R. 13511, supra. 

AMENDMENT NO. 4162 

(Ordered to be printed and to lie on 
the table.) 

Mr. BELLMON submitted an amend
ment intended to be proposed by him to 
amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4163 THROUGH 4167 

(Ordered to be printed and to lie on 
the table.) 

Mr. BELLMON (for himself and Mr. 
CHILES) submitte.d five amendments in
tended to be proposed by them, jointly, to 
the bill or an amendment proposed to 
H.R. 13511, supra. 

AMENDMENTS NOS. 4168 THROUGH 4172 

<Ordered to be printed and to lie on 
the table.) 

Mr. BELLMON (for himself and Mr. 
CHILES) submitted five amendments in
tended to be proposed by them, jointly, to 
amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4173 THROUGH 4175 

(Ordered to be printed and to lie on 
the table.) 

Mr. HEINZ submitted three amend
ments intended to be proposed by him to 
H.R. 13511, supra. 

AMENDMENT NO. 4176 

(Ordered to be printed and to lie on 
the table.) 

Mr. BELLMON, on behalf of Mr. 
CHILES and himself, submitted an 
amendment intended to be proposed by 
them, jointly to amendment No. 4049 
proposed to H.R. 13511, supra. 

AMENDMENT NO. 4177 

(Ordered to be printed and to lie on 
the table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DOMENIC!, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to amend
ment No. 4061 intended to be proposed to 
H.R. 13511, supra. 

AMENDMENT NO. 4178 

(Ordered to be printed and to lie on 
the table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK o. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DOMENIC!, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to amendment 
No. 4062 intended to be proposed to H.R. 
13511, supra. 

AMENDMENT NO. 4179 

(Ordered to be printed and to lie on the 
table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DoMENICI, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to the com
mittee amendment in the nature of a 
substitute. 

AMENDMENT NO. 4 180 

(Ordered to be printed and to lie on the 
table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DoMENICI, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to Amendment 
No. 4049 proposed to H.R. 13511, supra. 

AMENDMENT NO. 4181 

(Ordered to be printed and to lie on the 
table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,l\Ir.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DoMENICI, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to Amendment 
No. 4060 intended to be proposed to H.R. 
13511, supra. 

AMENDMENT NO. 4182 

(Ordered to be printed and to lie on the 
table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. RoTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DoMENICI, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to Amendment 
No. 4059 intended to be proposed to H.R. 
13511, supra. 

AMENDMENT NO. 4183 

(Ordered to be printed and to lie on 
on the table.) 

Mr. CHILES (for himself, Mr. NUNN, 

Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP, Mr. ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DOMENIC!, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them, jointly, to H.R. 13511, 
supra. 

AMENDMENT NO. 4184 

(Ordered to be printed and to lie on 
on the table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DOMENIC!, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them to the committee 
amendment in the .nature of a substitute 
to H.R. 13511, supra. 

AMENDMENT NO. 4185 

(Ordered to be printed and to lie on 
on the table.) 

Mr. CHILES (for himself, Mr. NUNN, 
Mr. BELLMON, Mr. ROTH, Mr. DANFORTH, 
Mr. BIDEN, Mr. STONE, Mr. MORGAN, Mr. 
MARK 0. HATFIELD, Mr. SASSER, Mr. STAF
FORD, Mr. LUGAR, Mr. \VALLOP,Mr.ZORIN
SKY, Mr. HELMS, Mr. THURMOND, Mr. 
PROXMIRE, Mr. STEVENS, Mr. HODGES, Mr. 
MELCHER, Mr. DOMENIC!, and Mr. HATCH) 
submitted an amendment intended to be 
proposed by them to the pending amend
ment proposed to H.R. 13511, supra. 

AMENDMENTS NOS. 4186 THROUGH 4464 

(Ordered to be printed and to lie on 
on the table.) 

Mr. HATCH submitted 279 amend
ments intended to be proposed by him 
to Amendment No. 4049 proposed to H.R. 
13511, supra. 

AMENDMENTS NOS. 4465 THROUGH 4469 

(Ordered to be printed and to lie on 
the table.) 

Mr. HATCH submitted five amend
ments intended to be proposed by him 
to H.R. 13511, supra. 

AMENDMENTS NOS, 4407 THROUGH 4481 

(Ordered to be printed and to lie on 
the table.) 

Mr. HATCH submitted 12 amend
ments intended to be proposed by him 
to the committee amendment in the 
nature of a substitute to H.R. 13511, 
supra. 

AMENDMENT NO, 4482 

(Ordered to be printed and to lie on 
the table.) 

Mr. NELSON submitted an amend
ment intended to be proposed by him to 
the committee amendment to H.R. 
13511, supra. 

Mr. NELSON. Mr. President, today I 
am submitting this amendment to the 
Revenue Act of 1978, H.R. 13511. I ask 
that the text of this amendment be 
printed in the RECORD. 

There being no objection, the amend
ment was ordered to be printed in the 
RECORD, as follows: 

On page 313, line 2, strike "30 percent" 
and insert in lieu thereof "25 percent". 

On page 314, between lines 3 and 4, insert 
the !allowing new section: 
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DEPRECIATION REFORM 

SEC. 363(a) Section 167 of the Internal 
Revenue Code of 1954 (relating to deprecia
tion) is amended by adding at the end there
of the following new subsection: 

"(q) THREE-YEAR USEFUL LIFE, STRAIGHT
LINE DEPRECIATION.-

" ( 1) GENERAL RULE.-In the case of a tax
payer who has made an election under this 
subsection for the taxable year, the term 
•reesonable allowance' as used in subsection 
(a) means (with respect to property which 
has a useful life of 36 months or more) an 
allowance based on a useful life of 36 months 
computed under the straight-line method 
(within the meaning of subsection (b) (1)) . 

"(2) $25,000 BASIS LIMirATI:>N.-For pur
poses of this subsection, the basis ( as deter
mined under subsection (g)) of property 
placed in service during the taxable year 
shall, to the extent that such basis exceeds 
$25,000 for the taxable year, not be taken into 
account. 

" ( 3) ELECTION .-An election under this 
subsection for any taxable year shall be made 
at such time, in such manner, and subject to 
such conditions as may be prescribed by the 
Secretary by regulations. 

"(4) LIMITATION.- · 
"(A) GENERAL RULE.-Subject to the excep

tion provided by subparagraph (B), the pro
visions of this section shall not apply to 
property to which an election under section 
179 applies. 

"(B) ExcEPTION .-The provisions of sub
paragraph (A) shall not apply to that por
tion of the basis of property placed in serv
ice during the taxable year which exceeds 
$25,000 for the taxable year." 

(b) Subsection (c) of section 46 is 
amended by adding at the end thereof the 
following new paragraph: 

"(6) APPLICABLE PERCENTAGE IN THE CASE OF 
THREE-YEAR USEFUL LIFE, STRAIGHT-LINE DE
PRECIATION.-Notwithstanding subsection ( c) 
(2) , in the case of property with respect to 
which an election under section 167(q) a.p
lies, the useful life of any such property for 
purposes of this subpart shall be the useful 
life determined without regard to section 
167(q) .". 

EFFECTIVE DATE 
(c) the amendments made by this section 

shall apply in the case of property acquired 
and placed in service in taxable years begin
ning after December 31, 1978. 

AMENDMENT NO. 4483 

(Ordered to be printed and to lie on 
the table.) 

Mr. NELSON (for himself and Mr. 
DURKIN) submitted an amendment in
tended to be proposed by them, jointly, to 
the committee amendment to H.R. 13511, 
supra. 

Mr. NELSON. Mr. President, today I 
am submitting this amendment to the 
committee amendment to the Revenue 
Act of 1978, H.R. 13511. I ask that the 
text of this amendment be printed in the 
RECORD. 

There being no objection, the amend
ment was ordered to be printed in the 
RECORD, as follows: 

Beginning with line 24, on page 312, strike 
through line 12, on page 313, and insert in 
lieu thereof the following: 

DEPRECIATION REFORM 
SEc. 361 (a). Section 167 of the Internal 

Revenue Code of 1954 (relating to deprecia
tion) is amended by adding at the end 
thereof the following new subsection: 

"(q) THREE-YEAR USEFUL LIFE, STRAIGHT
LINE DEPRECIATION.-

" ( 1) GENERAL RULE.-In the case of a tax
payer who has made an election under this 
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subsection for the taxable year, the term 
'reasonable allowance' as used in subsection 
(a) means (with respect to property which 
has a. useful life of 36 months or more) an 
allowance based on a useful life of 36 months 

· computed under the straight-line method 
(within the meaning of subsection (b) (1)). 

"(2) $25,000 BASIS LIMITATION.-For pur
poses of this subsection, the basis (as deter
mined under subsection (g)) of property 
placed in service during the taxable year 
shall, to the extent that such basis exceeds 
$25,000 for the taxable year, not be taken 
into account. 

"(3) ELECTION.-An election under this 
subsection for any taxable year shall be made 
at such time, in such manner, and subject 
to such conditions as may be prescribed by 
the Secretary by regulations. 

"(4) LIMITATION.-
" (A) GENERAL RULE.-Subject to the ex

ception provided by subparagraph (B) , the 
provisions of this section shall not apply to 
property to which an election under section 
179 applies. 

"(B) ExcEPTION.-The provisions of sub
paragraph (A) shall not apply to that por
tion of the basis of property placed in service 
during the taxable year which exceeds $25,000 
for the taxable year." 

(b) Subsection (c) of section 46 is 
a.mended by adding at the end thereof the 
following new paragraph: 

"(6) APPLICABLE PERCENTAGE IN THE CASE OF 
THREE-YEAR USEFUL LIFE, STRAIGHT-LINE DE
PRECIATION.-Notwithsta.nding subsection (c) 
(2), iri the case of property with respect to 
which an election under section 167(q) ap
plies, the useful life of any such property for 
purposes of this subpart shall be the useful 
life determi·ned without regard to section 
167 (q) .". 

EFFECTIVE DATE 
(c) the amendments made by this section 

shall apply in the case of property acquired 
and placed in service in taxable years begin
ning after December 31, 1978. 

AMENDMENT NO. 4484 

(Ordered to be printed and to lie on 
the table.) 

Mr. DECONCINI submitted an amend
ment intended to be proposed by him 
to H.R. 13511, supra. 

AMENDMENT NO. 4485 

(Ordered to be printed and to lie on 
the table.) 

Mr. INOUYE (for himself and Mr. 
MATSUNAGA) submitted an amendment 
intended to be proposed by them, jointly, 
to H.R. 13511, supra. 

AMENDMENT NO. 4486 

<Ordered to be printed and to lie on 
the table.) 

Mr. DECONCINI submitted an amend
ment intended to be proposed by him to 
the committee amendment in the nature 
of a substitute to H.R. 13511, supra. 

AMENDMENTS NOS. 4487 AND 4488 

(Ordered to be printed and to lie on 
the table.) 

Mr. BUMPERS submitted two amend
ments intended to be proposed by him to 
the committee amendment in the nature 
of a substitute to H.R. 13511, supra. 

AMENDMENT NO. 4489 

(Ordered to be printed and to lie on 
the table.) 

Mr. BUMPERS (for himself and Mr. 
HODGES) submitted an amendment in
tended to be proposed by them, jointly, 
to the committee amendment in the 

nature of a substitute to H.R. 13511, 
supra. 

AMENDMENT NO. 4490 

(Ordered to be printed and to lie on 
the table.) 

Mr. BUMPERS (for himself and Mr. 
HODGES) submitted an amendment in
tended to be proposed by them, jointly, 
to H.R. 13511, supra. 

AMENDMENT NO. 4491 

(Ordered to be printed and to lie on 
the table.) 

Mr. BUMPERS (for himself, Mr. 
SPARKMAN, Mr. BROOKE, Mr. BENTSEN, Mr. 
TOWER, Mr. MATHIAS, Mr. STONE, Mr. 
FORD, Mr. SARBANES, Mr. HODGES, Mrs. 
ALLEN, Mr. HUDDLESTON, Mr. ANDERSON, 
Mr. HODGES, Mr. RANDOLPH, Mr. MAGNU
SON, Mr. CHILES, Mr. LUGAR, Mr. CURTIS, 
Mr. SCHWEIKER, Mr. HAYAKAWA, Mr. 
MOYNIHAN, Mr. MORGAN, and Mr. 
SCHMITT) submitted an amendment in
tended to be proposed by them, jointly, 
to the committee amendment in the 
nature of a substitute to H.R. 13511, 
supra. 

AMENDMENT NO. 4492 

( Ordered to be printed and to lie on 
the table.) 

Mr. HATCH submitted an amendment 
intended to be proposed by him to the 
committee amendment in the nature of 
a substitute to H.R. 13511, supra. 

AMENDMENTS NOS. 4493 AND 4494 

< Ordered to be printed and to lie on 
the table.) 

Mr. LONG submitted two amendments 
intended to be proposed by him to the 
committee amendment in the nature of 
a substitute to H .R. 13511, supra. 

SAWTOOTH NATIONAL RECREA
TION AREA-S. 791 

AMENDMENT NO. 4495 

(Ordered to be printed and referred to 
the Committee on Finance) 

Mr. MELCHER submitted an amend
ment intended to be proposed by him to 
S. 791, a bill to authorize additional ap
propriations for the acquisition of lands 
and interests in lands within the Saw
tooth National Recreation Area in Idaho. 

TAX RATE OF MARRIED INDIVID
UALS-S. 2941 

AMENDMENT NO. 4496 

( Ordered to be printed and to lie on 
the table.) 

Mr. MATHIAS submitted an amend
ment intended to be proposed by him to 
S. 2941, a bill to amend the Internal 
Revenue Code of 1954 to provide that a 
married individual who files a separate 
return may be taxed at the same rate as 
an unmarried individual. 

SOLAR PHOTOVOLTAIC ENERGY 
RESEARCH, DEVELOPMENT, AND 
DEMONSTRATION ACT OF 1978-
S. 3392 

AMENDMENTS NOS. 4497 AND 4498 

< Ordered to be printed and to lie on 
the table.) 

Mr. BARTLETT (for himself, Mr. 
BELLMON, Mr. BENTSEN, Mr. CURTIS, Mr. 
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DOLE, Mr. DOMENIC!, Mr. GOLDWATER, Mr. 
GRAVEL, Mr. GRIFFIN, Mr. HANSEN, Mr. 
HATCH, Mr. MARK 0. HATFIELD, Mr. 
HELMS, Mr. LAXALT, Mr. LUGAR, Mr. 
McCLURE, Mr. MELCHER, Mr. SCHMITT, 
Mr. SCOTT, Mr. STEVENS, Mr. TOWER, and 
Mr. WALLOP) submitted an amendment 
intended to be proPosed by them to S. 
3392, a bill to provide for an accelerated 
program of research, development, and 
demonstration of solar photovoltaic 
energy technologies. 

CONSTITUTIONAL RIGHTS OF IN
STITUTIONALIZED PERSONS-S. 
1393 
AMENDMENTS NOS. 4499 THROUGH 4508 

(Ordered to be printed and to lie on 
the table.> 

Mr. DANFORTH submitted 10 amend
ments intended to be proposed by him to 
S. 1393, a bill to authorize actions by the 
Attorney General to redress deprivations 
of constitutional and other federally 
protected rights of institutionalized 
persons. 

DUTY ON YANKEE DRYER 
CYLINDERS-H.R. 7108 

AMENDMENTS NOS. 4509 AND 4510 

Mr. HOLLINGS submitted two amend
ments intended to be proPosed by him to 
H.R. 7108, an act to amend the Tariff 
Schedules of the United States in order 
to suspend the duty on Yankee dryer 
cylinders ~ntil the close of December 31 
1981. ' 

CONSTITUTIONAL RIGHTS OF IN
STITUTIONALIZED PERSONS-H.R 
9400 . 

AMENDMENTS Nos. 4511 THROUGH 4519 

(Ordered to be printed and to lie on 
the table.> 

Mr. DANFORTH submitted nine 
a~endments intended to be proPosed by 
hm~ to H.R. 9400, an act to authorize 
act1~ns for red~ss in cases involving 
deprivations of rights of institutionalized 
persons secured or protected by the Con
stitution or laws of the United States. 

AUTHORITY FOR COMMITTEES TO 
MEET 

COMMITTEE ON BANKING, HOUSING, AND 
URBAN AFFAms 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Banking, Housing and Urban 
Affairs be given permission' to meet on 
October 10 and 11 at 10 o'clock a.m., to 
conduct hearings on export policy. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON FOREIGN RELATIONS 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Foreign Relations be author
ized to meet during the session of the 
Senate on Tuesday, October 10, to hear 
remarks of Ambassador Warnke relative 
to SALT and to consider nominations. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADDITIONAL STATEMENTS 

BANKING COMMITTEE ACTS ON 
GOLD MEDALLION LEGISLATION 

• Mr. HELMS. Mr. President, the Sen
ate Committee on Banking, Housing, 
and Urban Affairs has approved an 
amendment which would require the 
Treasury to off er for sale to the public 
gold pieces of not more than one ounce 
if they choose to sell gold at all. This was 
added to the regulation Q bill, s. 3499. 

The distinguished Senator from Indi
ana (Mr. LUGAR) spoke very capably on 
this topic when the Banking Committee 
held hearings on S. 2843, the Gold Me
dallion Act of 1978 on August 25. He also 
is a cosponsor of this legislation which I 
first offered in April of this year. Sena
tor LUGAR offered a slightly modified 
version of the Gold Medallion Act as an 
amendment to the regulation Q bill, and 
the committee chairman, Senator PROX
MIRE, offered as a substitute an abbre
viated version of the bill whi~h reads as 
follows: 

Sec. X. (a) Whenever the Secretary of the 
Treasury authorizes the sale of gold to the 
public, not less than ten percent by weight 
of the gold offered for sale each fiscal year 
pursuant to such authorization shall be of
fered in units containing not more than one 
troy ounce of gold. 

(b) Notwithstanding any other provision 
of this Act the number of units to be pro
duced and sold in units of one ounce or less 
in fiscal years after fiscal year 1979 shall be 
adjusted to meet anticipated dema.nd. 

The meat of the legislation is in that 
substitute: that if the Treasury sells 
some of the vital U.S. gold stocks, then it 
should do so in the form U.S. citizens 
are demanding. The committee also act
ed to approve language to be included in 
the committee report on the bill which 
reads: 

In approving this section, the Committee 
recognizes the sizeable market for gold 
pieces in the United States and anticipates 
that the items produced pursuant to this 
section would be manufactured to compete 
in this market and would bear appropriate 
design, and weight and fineness markings 
so as to enhance their marketability. The 
Committee further recognizes that demand 
for such items may change and anticipates 
that production and sales in any year such 
units are produced, would be expanded or 
reduced to meet such demand, but in the first 
year, would not be reduced below 10% of 
total gold sales. 

In other words, the committee intends 
these "units" or "pieces" to compete in 
the same market with Krugerrands
one ounce gold pieces from South 
Africa-with Mexican gold pes'Js Aus
trian gold kronen, and the new Cana
dian gold $100 coin. 

Senator PROX"MIRE noted that the 
Treasury Department is concerned about 
the use of the term "medallion" in that 
it might have a monetary connotation 
which would give the impression Treas
ury is relenting in its efforts to "de
monetize" gold. 

The staff "explanation" of the amend
ment reads as follows: 

The Secretary of Treasury would be re
quired, in the first fiscal year after date of 
enactment of this Act in which he author
izes gold sales to the public, to offer not less 
than ten percent of the gold offered for sale 

in that fiscal year in the form of units con
taining not more than one troy ounce of 
gold. The provision would give the public 
an opportunity to buy Treasury gold in small 
quantities, but would not require issuance 
of "medallions" which could be mistaken for 
coins or legal tender and create an errone
ous impression that the United States Gov
ernment believes gold should have a mone
tary role. 

Mr. President, the monetization fear is 
trivial. The dollar has no connection 
with gold; if it did there would not be 
vast numbers of people in the world try
ing to get into gold and out of dollars. 
Let it be clear that I do not advocate in
vestment in gold or any other inflation 
hedge. I advocate getting rid of inflation. 

No "hedge" can provide real protection 
from a depreciating and corrupting mon
etary system that no longer serves some 
of the prime functions of money: The 
dollar is no longer a store of value or a 
standard of value. It serves as a medium 
of exchange almost exclusively. 

Well, if the Treasury wants to call a 
gold piece a "unit" or a "wafer" or a 
"thingamabob," it makes no difference. 
The imPortant thing is that it be de
signed, produced, and marketed in the 
manner that the American market 
wants. The Banking Committee has in 
effect, acted to give the Treasury author
ity to make that determination. I know 
that many in the Congress and in the 
public sector will watch carefully to see 
that the intent of Congress is carried out 
if, in fact, this is the language finally en
acted. 

I support the committee's action. Al
though I would have preferred that the 
bill contain more specific language as to 
the design and other details, I am satis
fied that decisions on these issues will not 
be made in a vacuum. Obviously, if the 
Treasury Department puzzles over a gold 
piece that would be most unmoney like, 
it might consider offering for sale a gold 
toothpick. But, if Treasury officials ask 
any person in this country who either 
sells or buys 1 of the 3 million ounces 
of gold being sold in this country this 
year in small units what he wants, I 
think they will come up with something 
better. 

The General Services Administration 
has sent to the Banking Committee a 
proposed set of marketing plans which 
offer a number of alternatives. I think 
that a plan can be adopted which would 
provide maximum opportunities to in
dividuals to participate in the sales and 
maximize revenues to the Federal Gov
ernment. 

There are basically two . alternative 
forms of sale. One would be an over-the
counter method wherein the gold pieces 
would be sold at a daily changing price 
equal to the world price of gold bullion 
plus a premium to cover production, dis
tribution, and some profit for the retail
ers. The General Services Administration 
draft proposal for marketing the gold 
medallions my initial bill would have au
thorized, stated that the gold medallions 
could be produced, distributed, and ad
vertised for approximately $4.40 each, 
plus some profit margin for banks or 
other institutions who would handle 
them. This might make the retail price 
$6 to $10 above the bullion price. That 
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is equivalent to 3 to 5 percent above the 
bullion price. It would be highly com
petitive to the most popular gold item: 
the Krugerrand which is sold wholesale 
at 3 percent above the bullion price. 

The difficulty that this method of sale 
poses with the bill I initially offered is 
that in the first year after enactment, at 
most, 1.5 million ounces of medallions 
would be produced. In other words, tpe 
supply would be finite. If supply is 
limited, then the over-the-counter 
method has the obvious disadvantage of 
potential shortages if the marketplace 
determines that at the "fixed'' price, the 
demand is greater than the available 
supply. 

Under the legislation approved by the 
Banking Committee, however, the pro
duction could be expanded during the 
course of the year to meet demand if 
gold sales continued. This may cause 
some production problems, of course, for 
changing production levels may increase 
unit costs somewhat. There is a great 
deal of time, however, between now and 
October 1979 to work out these details 
and a great deal that must first be ac
complished-including getting the legis
lation to the President's desk. 

The second marketing alternative is to 
offer the pieces via monthly, common
price auctions. This provides the advan
tage of maximum revenues to the Fed
eral Government and assuring that the 
marketplace will determine the price. 

In other words. if it was known that a 
specific number of gold pieces were to be 
sold in the month of October 1979, bids 
could be solicited, and then the price 
would be the price at or above which 
there were sufficient bids to sell all pieces 
offered for sale on that day. If half a 
million pieces were offered and half a 
million pieces were bid for at or above 
$225, then all pieces would be sold at 
$225. This is sometimes known as a com
mon-price or ''Dutch" auction system. It 
has the advantage of providing some 
protection to individual bidders who may 
be less sophisticated than big dealers in 
that they will pay the same price all 
other successful bidders pay·- Since the 
price at which the pieces are sold is the 
lowest price proposed by enough bidders 
to purchase all items sold, it encourages 
those who have a great desire to own the 
pieces to bid higher. Some experts say 
that by providing these two aspeci&
protection for the unsophisticated and 
one price for all-the "Dutch ' auction 
system encourages more bidders and thus 
tends to increase the average price at 
which the pieces are sold. This increases 
the revenues to the Government. 

The disadvantages to this is that it 
costs more to manage. GSA has esti
mated that such a system of marketing 
might result in a cost of up to $11.70 
apiece to deliver gold pieces into the 
hands of the successful bidders. This 
would be equal to about 6-percent premi
um above the bullion price. 

I believe that the Treasury Depart
ment will be able to produce the kind 
of item that the American people want 
and in the quantities they want. I predict 
that demand for a U.S. gold piece will 
be far greater than 10 percent of gold 

sales. Sales of the new gold pieces could 
come to $500 million per year and that 
would soak up $500 million out of the 
grossly inflated U.S. money supply. 

It is time to put gold back into the 
hands of the American people. The legis
lation approved by the Senate Banking 
Committee could do it. It is flexible 
enough to provide for gold pieces that 
would appeal to various markets. It is 
specific enough to make it clear to the 
Treasury Department that the desires of 
the American people should be met. 

I know there is considerable support 
in the House of Representatives for some 
legislation which would authorize the 
production of gold pieces. Certainly, 
speedy action in that body will help 
insure enactment of a gold piece law this 
year. 

For whatever success we may be able 
to achieve this year, much credit goes to 
the other Members of Congress in the 
House and Senate who have worked on 
various pieces of legislation which 
would result in the production of a U.S. 
gold piece. In particular, I owe much 
to my friend, the distinguished chair
man of the Senate Banking Committee, 
BILL PROXMIRE, who scheduled hearings 
on S. 2943, the Gold Medallion Act, and 
who offered many good words of encour
agement. 

In addition, I will take this time to 
compliment the work done by a little
known public policy research organiza
tion: The Institute on Money and In
flation. This organization is dedicated 
to providing information on monetary 
policy and related matters to Members 
of Congress and it gave me and others 
vital assistance on the issues related to 
the gold piece legislation and its policy 
implications. 

PUBLIC WORKS FLOOD CONTROL 
PROJECTS OF CRITICAL IMPOR
TANCE IN MINNESOTA 

e Mrs. HUMPHREY. Mr. President, 
while I am supportive of some of the 
criteria applied by the President regard
ing his decision to veto the public works 
appropriation bill a.s approved by ·the 
Senate and the House of Representatives, 
I have some very real concerns in regard 
to my own State of Minnesota. This bill, 
as passed, was the product of a great deal 
of consideration and deliberation this 
year. 

Last year, despite considerable con
cern over a number of vitally needed 
flood control and energy projects, the 
Senate agreed to a compromise with the 
President and supported his policy of no 
new construction starts until completion 
of the formulation of a comprehensive 
water policy. I know that in my State of 
Minnesota, . this meant the temporary 
termination of a number of much ·needed 
flood control measures, of relatively low 
cost, which would save millions of dol
lars in Federal, State, and local disaster 
relief efforts. 

Senator Hubert Humphrey was sym
pathetic to the committee's recommen
dation for no new construction starts and 
concurrence with the administration's 
budget request. At the same time, he re-

mained sympathetic to the residents of 
Minnesota who live in constant fear of 
spring flooding, the extent of which de
pends entirely on winter and spring pre
cipitation and the rate at which the snow 
and ice melts in the upstream areas of 
my State. The initiation of several proj
ects authorized by the Army Corps of 
Engineers and the Soil Conservation 
Service would have put an end to this 
uncertainty and would prevent the high 
cost of fighting floods that are cutting 
deeply into the capital improvement 
projects of the urban and rural commu
nities of Minnesota. 

Let me address the question of 
whether $20 million appropriated under 
this bill for construction and planning 
funding to alleviate this annual problem 
is a justifiable cost. The answer lies in 
the fact that in the summer of 1978 
alone Minnesota experienced over $230 
million in personal, industrial and agri
cultural damages resulting from flood
ing which could have been prevented. 
In all these projects, the Army Corps of 
Engineers indicated the capability of 
performing the necessary improvement 
and preventive measures. 

I agree with and share the adminis
tration's commitment to the alleviation 
of wasteful Government spending. How
ever, the expenditure of close to $700 
million in fiscal 1978 nationally, over 
$200 million of which came from the 
President's disaster authorizations alone, 
is proof that the relatively small appro
priations, in comparison to the total 
Federal budget, will do a great deal in 
the alleviation of the wasteful spending 
than the veto of H.R. 12928. 

I wholeheartedly support the views of 
the distinguished majority leader. I 
share the administration's concern, but 
believe that the benefits inherent in the 
previously authorized public works proj
ects--specifically, the relief of disaster 
potential, long-term capital improve
ment projects, and job preservation and 
creation-! ar outweigh the administra
tion's expressed purpose in vetoing these 
appropriations. 

In July, I participated in a tour of 
several flood ravaged areas of Minnesota. 
Most notable was the city of Rochester, 
which suffered damages amounting to 
millions of dollars in applications to the 
Federal Disaster Assistance Administra
tion, the Small Business Administration, 
Farmers Home Administration, and the 
Federal Highway Administration, in ad
dition to other Federal assistance pro
grams. H.R. 12928 includes the modest 
amount of $700,000 in Federal assistance 
.in my State, which would eventually 
eliminate similar flood relief disasters in 
the Minnesota River Valley. I wish to 
point out that the State of Minnesota 
has already committed over $500,000 and 
the SCS a total of about $700,000 to sup
plement the Federal projects. Neither of 
these projects is supported by the admin
istration despite the request of the Army 
Corps of Engineers and the Soil Con
servation Service, but both were funded 
by H.R. 12928. The same is true of a 
$500,003 project on the Roseau River in 
northern Minnesota which would prevent 
millions of dollars damage to personal 
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property as well as commercial, indus
trial, and agricultural interests. 

Mr. President, on the basis of my per
sonal observation of these disaster struck 
areas, the funds required for the admin
istration of many Federal agencies 
charged with the responsibility of 
responding to these disasters, and care
ful analysis and consideration of the 
pleas and experiences of many of my col
leagues in the Senate, I must express my 
strong support for a number of projects 
not on the administration's list, dedica
tion to the support of efforts to realize 
my objectives. 

It is my opinion that the administra
tion's justification for the action taken 
on October 5, does not justify neglecting 
the personal and economic disasters ex
perienced by the people of Minnesota and 
of the entire Nation. 

I strongly urge that every effort be 
made to enact legislation which will en
able critically important public works 
projects, such as I have discussed, to go 
forward.• 

NUCLEAR WASTE DISPOSAL: CAN 
THE GEOLOGIST GUARANTEE 
ISOLATION? 

e Mr. MARK 0. HATFIELD. Mr. Presi
dent, since the National Academy of 
Sciences· issued its report in 1956 recom
mending the burial of high-level radio
active wastes in deep salt beds, it has 
been taken for granted that the solution 
of the radioactive waste problem was 
merely a question of the application of 
the appropriate technology. Although 
geologic isolation still appears to be the 
most promising approach to this prob
lem, the past year has seen the publica
tion of numerous articles outlining some 
of the as of yet unanswered technical 
questions involved in geologic disposal. 
These articles have generally disputed 
the claim that: "The problem is as good 
as solved," and pointed to the need for 
a long-term carefully researched ap
proach to waste disposal and indepth in
vestigation of sites ultimately chosen as 
,locations for high-level waste reposi
tories. The present schedule of the De
partment of Energy appears to be predi
cated on the assumption that getting the 
wastes into the ground as quickly as pos
sible is the proper approach. This and 
subsequent reviews of the aforemen
tioned articles are intended to show that 
DOE's approach may ultimately cause 
more problems than they solve. 

In an article published in Science last 
year-G. deMarsily, E. Ledoux, A. Bar
breau and J. Margat, "Nuclear Waste 
Oisposal: Can the Geologist Guarantee 
Isolation?" Science, 197, page 519, Au
gust 5, 1977, four French geologists dis
cussed their investigations into the effi
cacy of deep geologic isolation. They 
considered the behavior of three major 
radioactive elements with half-lives 
equal to or greater than 20,000 years: 
iodine-129-16 million years, neptuni
um-237-2.13 million years, and pluto
nium-239-24,400 years. The geologisrts 
assumed that high-level liquid wastes 
from spent fuel reprocessing would be 

disposed of in five geologic formations 
with different hydraulic parameters. It 
should be noted here that the · United 
States is currently leaning toward dis
posal of unreprocessed spent fuel. The 
formations considered corresponded to 
no actual types of rock, although rock 
formations with some of the characteris
tics certainly do exist. The results of 
their investigation are discussed below; 
some of their cautionary statements need 
to be mentioned. 

Heat production by the wastes poses 
one of the critical problems far safe geo
logic disposal. The geologists state that: 

The heat flux of the waste is too high to 
permit large-scale underground disposal in 
usual formations until at least 50 yea.rs after 
extraction from the reactor, if the liquefac
tion of the glass is to be a.voided or if the 
repository is not to be artificially cooled. It 
is therefore necessary to store the waste for 
a. relatively long period in a. transient stor
age facility on the ground surface. 

In particular, if the wastes are to be 
emplaced in bedded salt, certain unique 
problems could arise. They point out 
that: 

[T)he plastic behavior of the saline for
mation may create diapirism if stable con
ditions are not ensured, and the heat 
produced by the waste might modify these 
conditions; the waste blocks might also mi
grate inside the formations. 

In discussing the different mechanisms 
which might lead to the release of ra
dionuclides to the €nvironment-ground
water flow, faulting, diapirism, erosion, 
meteorite .fall, magma intrusion, or 
changes in the level of the water table
the geologists state: 

An approach to geologic confinement is 
often sought by trying to quantify the prob
ability of occurrence of any of these events 
and their nuisance value to man. Then, by 
combining these probabilities and nuisance 
values, one tries to assess the safety coeffi
cient of the repository and to compare it to 
the accepted safety coefficient for present 
risks. This approach does not seem realistic to 
us because basically, the earth's development 
has not been a random process (possibly 
apart from the fall of meteorites) , and no 
geologist can seriously give reasonable fig
ures for these probabilities. 

As an example, faulting is discussed. In 
a so-called "earthquake-free" zone 
neither a record of past faulting nor 
evidence of present faulting exists. In
formation on faulting in the rest of the 
world is irrelevant, since only the risk 
of faulting at the repository location is 
of importance. Faulting is not caused by 
random mechanisms but rather by de
terministic ones, and although any re
pository will be located in a historically 
stable area, the past stability of an area 
is not enough to calculate the probability 
of the future stability of the same area. 

Ultimately, water will provide the 
means of transport of radioactive waste 
to the environment; the investigations 
of these geologists were intended to as
sess how different ground-water regimes 
might affect this transport. They found 
that the capacity of the rock to chemi
cally attract the radioactive species was 
of great importance: a radionuclide 
which is not attracted to the surrounding 

rock could, under appropriate conditions, 
reach the environment in less than ten 
years. Even if some chemical attraction 
does exist, the extremely long half-lives 
of some radioactive atoms means that 
inevitably some wastes will reach the 
environment. 

The geologists point out that "neither 
the thickness of the geologic formation 
nor its low permeability are major fac
tors in the confining of radionuclides 
with very long half-lives over periods of 
time on the geological scale." They re
commend that escape of the waste into 
the ground water system of the repository 
be delayed by encapsulating the wastes; 
with sufficient delay, the radioactivity of 
the escaping radionuclides could be re
duced sufficiently so as to pose minimal 
hazards. 

The geologists conclude that the spe
cific ground water characteristics of a 
site are of the greatest importance in dis
posing of radioactive wastes. No one site 
will have all favorable characteristics, 
and although some rock types may be 
more favorable than others, no site of a 
particular rock type is likely to have all 
the required characteristics. Finally, a 
site cannot be chosen before these favor- . 
able characteristics are well known, 
whereas current DOE policy seems to be 
based upon choosing the site first and 
then determining what, if any, favorable 
characteristics are present in the site.• 

ANNOUNCEMENT OF POSITION ON 
VOTES , 

·• Mr. CLARK. Mr. President, had I been 
I 

here for votes Nos. 461 and 462 on Sat
urday, October 7, 1978, I would have 
voted in the following manner: 

Vote No. 461: "Yea." 
Vote No. 462: "Nay."• 

SPEECH BEFORE ASSOCIATION OF 
COMMUNITY COLLEGE TRUSTEES 
Mr. PERCY. Mr. President, last week 

I was the guest speaker at the ninth 
annual convention of the Association of 
Community College Trustees. 

I spoke about the Federal Govern
ment's role in education. And I covered 
the new proposed Department of Educa
tion, the tuition tax credit bill and the 
financial problems education at all 
levels face because of spiraling inflation. 

This convention brought approxi
mately 2,000 governing board members 
and chief executive officers of our Na
tion's community and junior colleges, to 
Washington, D.C. They come from all 
walks of life, represent varied perspec
tives but have in common a dedication 
to helping every high school graduate 
obtain a quality higher education at rea
sonable cost. 

The concept for community colleges 
was developed in my home State of Illi
nois by William Rainey Harper, presi
dent of the University of Chicago-my 
alma mater. Today, there are 39 public 
community college districts with 51 cam
puses in Illinois. 

Raymond Hartstein, president of the 
Illinois Community College Trustees As-
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sociation, has done a tremendous job 
in promoting community colleges and 
junior colleges in Illinois. He was the 
speaker at the Illinois congressional 
breakfast this morning and at this time 
I ask that his remarks be printed in the 
RECORD. 

The statement follows: 
REMARKS MADE AT ILLINOIS CONGRESSIONAL 

BREAKFAST 
Honored guests, presidents and adminis

trators, trustees, spouses: good morning, 
everyone. I am Ray Hartstein of Oakton 
Community College and Skokie, Illinois, and 
president of the Illinois Community College 
Trustees Association. 

The Illinois Community College Trustees 
Association is a federation of the 39 public 
community college districts in the State of 
Illinois. It exists as a continuing education 
and lobbying organization speaking for the 
needs of the colleges and Illinois' Commu
nity College students. 

Each of our members is a locally-elected 
trustee serving a three-year term on the 
board of one of the community college dis
tricts. Some have been on their boards for 
9 to 12 years. 

One of the great strengths of community 
colleges nationally, and certainly in Illinois, 
is their closeness to the people of the local 
communities. This closeness is enhanced 
through the governing structure of locally
elected trustees and is encouraged so that 
we can meet the educational needs of the 
people we serve. 

Last year one out of every 33 who live in 
Illinois was enrolled at an Illinois public 
community college. That totaled 335,000 
students in the fall of 1977. 

Thus, the community colleges in Illinois 
last year served over half of all students in 
public higher education and 49 % of all stu
dents in all forms of higher education in the 
State. 

Sixty-five percent of our students are day 
students; 35 % are night students. 

Community colleges in Illinois enroll a 
greater proportion of minorities than the 
percentage of minorities in the total state 
population. 

Twenty-eight percent of our students at
tend classes full time; 71 % are part-time 
students, many of whom are continuing 
other responsibilities such as Jobs or home
making while working to upgrade their edu
cational background, seek new careers, etc. 

More than one-third of our students are 
enrolled in occupational programs. 

(The Illinois community colleges, as you 
know, endorse the philosophy of a. "compre
hensive" community college which includes 
instruction both in transfer curricula., which 
lead to four-year universities and baccalau
reate degrees, a.nd vocational curricula, which 
prepare students for immediate entry into 
the world of work.) 

A major study recently completed by the 
Illinois Community College Board shows that 
there is greater employability and ea.rnfng 
power in the community colleges than in 
other institutions of Illinois. Better Job op
portunities and higher salaries are two of 
the benefits of community college education. 
Students who go into the Job market follow
ing graduation from a community college 
show only a. 3 % unemployment rate after six 
months and receive annual salaries averaging 
$1,100 a year more than those without com
munity college experience. Students trans
ferring to senior universities maintain very 
satisfactory progress as measured by grades 
received. In addition, they a.re highly suc
cessful in earning college degrees from the 
four-year universities and do excellent at 
senior universities and on the Job. 

Three main sources of revenue support the 
Illinois Community Colleges: (1) tuition and 
fees make up one-fifth of the revenue; (2) 
_local property taxes make up two-fifths of 
the revenue; and (3) State and Federal 
monies supply the remainder. 

Last year the total operating expenses of 
the Illinois Community College system were 
$285 million. Federal revenue directly con
tributed $1.2 million to that total. Other Fed
eral monies received in the State through 
such programs as CETA, Federal Work Study, 
and Federal grants and loans benefited the 
community college system. 

The total Federal Government revenue 
which ~me to Illinois to benefit communit y 
college students last year was $36 million. 
Sheets showing the breakdown of money by 
college district a.re available here today. 

Illinois community colleges employ 16,000 
full time ~nd part time faculty members. 

The idea of community colleges was de
veloped in Illinois by William Rainey Harper, 
president of the University of Chicago. The 
oldest continuing junior college in the world, 
Joilet Junior College, was founded in our 
State in 1901. Today there are 39 public c;:om
munity college districts with 51 campuses in 
Illinois and over 1,100 community colleges 
nationwide. 

We are a strong and growing part of higher 
education in the United States. 

WORLD BANK LIVES IDGH AT THE 
EXPENSE OF THE AMERICAN TAX
PAYERS 

• Mr. HATCH. Mr. President, astute ob
servers have known for a long time that 
the real beneficiaries of foreign aid are 
the international organizations, those 
who control political power in the re
cipient countries, those who staff the 
foreign aid agencies of the giving coun
tries, and the Western professors who 
advise on economic development 
schemes. Although the World Bank 
operates behind a moral guise of helping 
the poor, there is a saying that the World 
Bank takes tax money from poor people 
in rich nations to give to rich people in 
poor nations. 

Salaries of U.S. Senators are slim pick
ings when compared to employees of 
the World Bank, but the real telltale fact 
is that the new Washington social season 
opened recently with a round of parties 
for the delegates of 130-odd countries as
sembled here for the annual meeting of 
the International Monetary Fund and 
the World Bank. They were flown in and 
booked at luxurious hostelries at the 
expense of the World Bank and IMF, 
which is substantially at the expense of 
the American taxpayers, all in the name 
of relieving global poverty. An article by 
Shirley Scheibla in the September 25 
issue of Barron's explains how the World 
Bank actually provides little help for 
the poor and is accountable to no one. 
Congressmen CLARENCE LoNG and BILL 
YouNG of the House Appropriations Sub
committee on Foreign Operations have 
been unsuccessful in their attempts to 
improve various aspects of the Bank's 
operation. 

CUrrently the World Bank, thanks to 
money the U.S. Congress provides, is 
able to lend millions to Vietnam to fi
nance the forced resettlement of millions 
of people and to replace private agricul
ture with socialist agriculture. 

Mr. President, the October 16 issue of 
Forbes points out that the total tax take 
in the United States has grown at an 
astonishing rate. In fiscal year 1977 the 
combined rake-off of Federal, State, and 
local governments amounted to $521 bil
lion. That figures out to over $2,400 for 
every man, woman, and child, and it is 
a whopping 62 percent increase in the 
tax burden in just 5 years. It seems t.o 
me that we have more responsibility to 
cut the taxes of the people who put us 
here than we do to provide millions to 
Communist tyrants, who we recently 
fought in a long and bloody war, to 
finance more oppression of the people 
of South Vietnam. 

Until we greatly reduce the tax burden 
on our own people, we have no justifica
tion for financing the unaccountable and 
unacceptable schemes of the World Bank. 
I ask that the article from Barron's be 
printed in the RECORD. 

[From Barron's, Sept. 25, 1978) 
DOWN A RATHOLE? THE WORLD BANK Is LEND

ING MONEY TO LAOS, VIETNAM 

(By Shirley Hobbs Scheibla) 
WASHING TON .-The new social season will 

open today with a round of parties for the 
delegates of 130-odd countries assembled 
here for the annual meeting of the Inter
national Monetary Fund and the World 
Bank. They've been flow in and booked at 
luxurious hostelries at the two organizations' 
expense, all in the name of relieving global 
poverty. 

In between the parties and speeches, 
they 'll take up the most serious piece of 
business confronting the Bank: to double its 
callable capital, now at $30 billion, with $7 
billion promised by the U.S. This week, more
over, Congress is expected to take final ac
tion on an appropriation for the World Bank. 
In response to a request for $2.2 billion, the 
House approved $1.5 billion voted last year 
(as we went to press, measure was pending 
in the Senate). The total includes $1.2 bil
lion for the Bank's soft loan window, the In
ternational Development Association. Rep. 
Clarence Long (D., Md.), chairman of the 
Appropriations Subcommittee on Foreign 
Operations & Related Agencies, tried unsuc
cessfully to reduce that figure to $900 mil
lion. 

IDA loans, which are virtual giveaways, 
a.re burgeoning. They run for 50 years, with 
a 10-year grace period, a.nd, except for an 
administrative charge of three-quarters of 
1 % , are interest-free. These loans go directly 
to governments, which sometimes then re
lend the money a.t rates as high as 17 %. 

LITTLE HELP FOR THE POOR 
Friends of the World Bank, notably the 

Carter Administration, claim that it's good 
public policy to · emphasize multilateral over 
bilateral foreign aid. In this way, or so runs 
the argument, lenders may achieve reforms 
that would be politically impossible other
wise. But Congress is having second thoughts 
about what the World Bank is trying to 
achieve. For one thing, the Congressional Re
search Service ha.s found that the Bank is 
doing relatively little to help the poor and 
that reform projects may not generate the 
foreign exchange needed to repay the 
amounts of money borrowed. In short, "The 
Bank is seen a.s presiding over the build-up 
of debts which will ultimately be defaulted." 
(On June 30, loans on the books totaled $47.8 
billion.) To make matters worse, many of 
the social reforms that the Bank is funding 
involve fostering the spread of socialism and 
communism. 

The U.S. no longer has an effective veto 



34842 CONGRESSIONAL RECORD- SENATE October 9, 19781 
over which governments get these subsidies 
or any other Bank money. Though it has 
contributed 37 percent of IDA's funds and 
25 percent of the Bank's, the U.S. controls 
only 23 percent of the voting power. 

FULL ACCOUNTING LACKING 

Loans to such countries as Laos and Viet
nam have gone forward despite negative U.S. 
votes, which, by the way, will not be obliga
tory for four other loans to Vietnam and two 
to Laos currently pending at the Bank. To 
gain Congressional approval of a multimil
lion-dollar appropriation for the World Bank 
last year, President Carter promised negative 
votes only during fl.seal 1978, and the projects 
won't be ready to go before the directors by 
then. 

By the same token, the White House found 
an escape clause in its pledge to Congress 
that the U.S. director of the Bank would vote 
against loans for the production of such sur
plus commodities as citrus fruits, palm oil 
and sugar. As a result, a negative vote was 
cast for only two out of nine such loans, all 
of which won approval. 

The U.S. can't even effectively keep track 
of what happens to the money it contributes. 
According to the U.S. Comptroller General, 
the Secretary of the Treasury has failed to 
carry out the directive of the Foreign As
sistance Act of 1973 to work through the U.S. 
director of the Bank to obtain a full account
ing of what is done with World Bank money. 
Although the Bank has flooded the lawmakers 
with material, it sheds little light on what 
they want to know. 

Rep. Long, for example, complains that 
they've been unable to determine what money 
went to whom for individual projects. While 
the Bank boasts that contracts are awarded 
under international competitive bidding, it 
adds that awards are made on the basis 
of the lowest evaluated bid. We asked John 
King, a Bank procurement expert, what there 
is to evaluate if the bidders are qualified and 
their proposals meet specifications. He said 
that some might meet them better than 
others . 

CITIZEN OF THE WORLD 

In return for its huge contributions, the 
U.S. has insisted upon an American presi
dent. The theory is that he will look out for 
U.S. interests. But those who have talked 
with Robert S. McNamara (he wouldn't see 
us) say he views himself as a citizen of the 
world; Rep. C. W. (Bill) Young (R., Fla.), 
ranking minority member of the Appropria
tions Subcommittee, calls him a super
sovereign, responsible to no one. 

On this score, the Congressional Research 
Service study has noted: "Robert Mc
Namara's presidency, 1968-present, has been 
characterized as a period in which develop
ment has come to be seen as social change." 
He's now embarking on a third five-year 
term, reportedly with a likely salary boost 
from $116,000 to $150,000. Under McNamara's 
tenure, the Bank's lending ha.s zoomed from 
less than $1 billion per year to $8.7 billion. 

As such events suggest, the World Bank ha.s 
changed a great deal since it opened for 
business in 1947. At that time, its mission 
was to help the free world recover from 
World War II; hence its formal name, the 
International Bank for Reconstruction & 
Development. In 1962, it added the soft loan 
window, and IDA's virtual giveaways are 
moving in an ominous direction. 

IDA's recent $60 million loan to Vietnam 
is a case in point. The southern part of 
Vietnam is the agricultural heartland of the 
nation, and most of the land is privately 
owned. Barron's has obtained two confiden
tial World Bank reports which show that 
one of the main purposes of the loan is to 
finance a scheme for the Communist gov
ernment to seize land from farmers in the 
south and force them into cooperatives (com
munes) of about 75 families each. 

BORROWER AUDITS ITSELF 

The project involves a dam on the Saigon 
River and irrigation and drainage ditches. 
'l'he money would go directly to the Viet
namese government, which then would levy 
user charges on the newly formed coopera
tives. According to the Bank report, the proj
ect also is linked to the forced resettlement 
of four-five million people by the end of 
1980 in New Economic Zones in the south. 

According to the report, the co-op devel
opment will have three phases. At first there 
will be loose forms of work teams for work 
exchange or mutual aid. With the establish
ment of co-ops, part of a member's compen
sation will be related to the amount f land 
he contributes. When the government owns 
all the land, a member's pay will hinge solely 
on the amount of work he does. The govern
ment will tell the co-op members how much 
they can produce and what they can charge. 

Both reports warn that because of the 
possibility of rebellion among farmers, the 
loan is very risky. 

There is another risk which the reports fail 
to mention. Recent newspaper reports indi
cate that Vietnam is either at war or on the 
verge of it. Barron's asked John Merriam, the 
Bank's director of information and public af
fairs, about the institution's longstanding 
policy of not lending to a country at war. He 
said that Vietnam appears to be involved only 
in border skirmishes, but that, in any event, 
the Bank will lend to a country engaged in 
hostilities so long as they won't interfere with 
a project. 

While the Bank asserts that it requires in
dependent audits for its projects, such a pol
icy is impossible in a Communist country. 
But the Bank staff claims that the auditing 
procedures of the Vietnamese government are 
completely satisfactory. In other words, it is 
okay if the government audits itself. 

The $60 million loan is designed to increase 
the production of rice. When an IDA mission 
visited Vietnam a year ago, it found that an 
irrigation scheme for sugar cane would cost 
about $150 million and that another $300 
million would be needed for factories, power 
transmission lines, roads and housing. The 
mission found that this scheme was not as 
well prepared as the one for rice, and the gov
ernment agreed to postpone development. 
Despite opposition of the U.S. Congress to any 
loans encouraging sugar production, the Bank 
is keeping this on the back burner. 

NEW POWER PLANTS CONSIDERED 

According to the report, the institution 
plans future discussions with Vietnam over 
arrangements for transforming southern ag
riculture along the lines of what it calls the 
successful Socialist model in the north. 
(Overall, the Bank is eyeing $10 billion worth 
of worldwide agricultural projects for pc6Sible 
financing. That could mean a lot of 
transformation.) 

To bolster its program for cooperatives, 
Vietnam is placing new emphasis on rural 
electrification. The World Bank expects to 
send a mission there in November or Decem
ber to discuss a loan for that purpose. The 
idea is to build two hydro-electric power 
plants of 70 megawatts each as an addition to 
the Da Nhim project near Da Lat, built by the 
South Vietnamese government. 

Nicholas Gibbs, the Bank's chief expert on 
Vietnam, says he's already been there for a 
preliminary look. While in Hanoi, he visited 
the Australian, British and Japanese embas
sies to discuss the possibly of co-financing. 
The Japanese appeared the most interested, 
perhaps because Japan helped finance the 
existing plant. 

Gibbs reveals that the Bank is encouraging 
energy development in Vietnam, with the 
aim of self-sufficiency within 10 to 15 years. 
Accordingly, IDA is weighing a coal project 
estimated to cost between $50 and $60 mil-

lion. A Bank mission is scheduled to go to 
Vietnam 1n November to determine foreign 
exchange costs and the amount and sources 
of equipment for development of a mine in 
Quang Ninh Province, near Hai Phong. 

Gibbs says that Vietnam appears to have 
offshore oil and gas potential, but he asked 
the Bank to hold off on proposed financing 
f.Jr an exploration project estimated to cost 
$10 million. The country now is working 
directly with a number of oil companies, and 
also is negotiating with France, Germany, 
Italy and Norway. 

At the annual meeting here, World Bank 
officials expect to discuss with representatives 
cf Hanoi the financing of industrial rehabili
tation. A Bank "identification mission" 
already has visited the country and com
pleted its report, which is unavailable either 
to the U.S. director of the Bank or to mem
bers of Congress. 

When we talked with Gibbs, a representa
tive of the United Nations Development Pro
gram was in Hanoi, expecting to sign an 
agreement to put up $2 million to study a 
proposed Bank project for rehabilitation and 
expansion of the Di An Railways Workshop 
near Ho Chi Minh City. The cost is tenta
tively estimated at $80 million. 

Meantime, Vietnam has obtained $33 mil
lion for reconstruction from India, the larg
est single recipient of World Bank (IDA) 
funds; India plans to give Vietnam another 
$50 million for the same purpose. 

HUMAN RIGHTS STANDARD 

As word of the World Bank's financing for 
Vietnam spreads, Rep. Young says that op
position from veterans' groups, mindful that 
50,000 young Americans gave their lives to 
prevent the spread of Communism to South 
Vietnam, is mounting. His amendment to the 
appropriation bill passed by the House says 
that the President shall . instruct the U.S. 
director t.:> seek a change in the Bank's Arti
cles of Agreement to establish human rights 
standards to be considered in connection 
with all loans. 

Over the negative vote of the U.S. direc
tor, Edward R. Fried, the Bank approved an 
IDA loan of $8.2 million last year to Laos 
(Lao People's Democratic Republic) for 
small irrigation schemes, breeding pigs and 
improving the quality of seeds. In contrast 
to his simple negative vote for the Viet
nam loan, Fried explained to the Board that 
the U.S. objected on grounds of violations 
of human rights by Laos. The Bank now is 
mulling two more IDA loans for Laos. 

OVERRULED BY WASHINGTON 

There 's a saying that the Bank takes tax 
money from poor people in rich nations to 
give to rich people in poor nations, and what 
happened to a tubewell for irrigation in 
Bangladesh furnishes a case in point. Rep. 
Long cited a report by the Center for Inter
national Policy which says that Dacca Fibers 
won a $12 million contract to supply pump
sets for the tubewell, although another 
company had reportedly offered to providP 
them at the World Bank's original cost esti
mate of $9 million. At this point, the Dacca. 
staff of the Bank urged that the project be 
postponed or cancelled, but it was overruled 
by Washington. According to the Center, 
Dacca Fibers is owned by Jahural Islam, re
puted to be Bangladesh's richest citizen. 

Such activities are one reason why Con
gress is insisting upon obtaining more in
formation from the Bank. In response to 
growing criticism of its disclosure policy, the 
Bank has started to make public a quarterly 
summary of proposed loans. The first issue, 
published in July, gave only sketchy data. 

As noted earlier, the Foreign Assistance 
Act of 1973 said that the President, acting 
through the U.S. representative to the Bank, 
should seek establishment of an independent 
review and evaluation system. It also di-
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rected. the U.S. Comptroller General to pre
pare auditing and reporting standards to 
help in formulating the terms of reference 
for a review and evaluation group, and peri
odically review audit report and related in
formation and report to Congress and the 
President. 

LACK OF TRAINING 
In a report issued in early June, Comp

troller General Elmer Staats found that the 
Operations Evaluations Department formed 
by the Bank conforms with neither the For
eign Assistance Act nor the standards he 
stressed. The staff is recruited from within 
the Bank, he declared, and "is not provided 
with guidance or training in basic evaluation 
techniques." 

The Department has been reviewing proj
ects completed since 1972, but no current 
ones. "The Director-General [who heads the 
Department] informed us that the reviews 
focus on completed projects which were ap
proved five to seven years earlier and that 
Bank practices followed at that time may 
not be relevant to current practices .... " 

The Department's Annual Review of Proj
ect Performance Audit Results, dated Febru
ary 1978, states that it is based on findings 
regarding loans totaling $1.3 billion for 70 
projects. It explains that it doesn't identify 
the projects because the Bank is accountable 
only to Its "shareholders," its member gov
ernments. But U.S. Congressmen have been 
unable to learn the identity of the projects 
cited. Although the U.S. director of the Bank 
got a report which identified the projects, he 
is precluded by Presidential Executive Order 
11652, issued by President Nixon in March 
1972, from making it available to members 
of Congress. 

The dearth of useful information makes 
it virtually impossible to tell what the Bank 
is doing. It is known, however, that the U.S. 
has contributed $5.6 billion, not counting 
the sum voted recently by the House. And 
that, as Rep. Young points out, "doesn't 
even include the $7 billion in callable capi
tal which the Congress has appropriated for 
the World Bank. It is this 'callable capital,' 
i.e., the full faith and credit of the United 
States, which gives the world Bank so much 
financial stability." 

Without doubt, however, the Bank's staff 
has been highly successful in eliminating 
poverty at home. When Congress complained 
that Bank salaries for U.S. employes were 
tax-free, the latter started paying taxes; the 
Bank simply raised their pay by the a.mount 
of taxes paid. McNamara's salary has been 
mentioned. The senior vice president now 
grosses $106,950. The U.S. executive director 
gets $83,830. That compares with $66,000 
for U.S. cabinet members and $57,000 for 
members of Congress. The Bank also makes 
loans to its staff members at below-market 
rates.o 

FLOODS RAVAGE SOUTHEAST ASIA 
• Mr. KENNEDY. Mr. President, over 
the past few days confirmed reports have 
come from Southeast Asia telling of mas
sive flooding caused by typhoons and 
heavy rain, endangering the lives of mil
lions of people throughout the region. 
Officials in Thailand have launched an 
emergency flood relief program, and both 
Laos and Vietnam have appealed for 
international disaster assistance. 

According to reports from the field, 
confirmed -by our Government and 
United Nations agencies, heavy rains and 
typhoon Lola have combined to produce 
the worst flooding in 35 years in part of 
Thailand, in vast areas of Vietnam, and 
in the lowland areas of Laos. The Amer
ican Embassy in Bangkok has cabled 
that serious crop damage has been re-

ported in Thailand, and other reports 
describe some 2 % million acres of crop
land are under water in Vietnam, with a 
loss of perhaps 2.8 million tons or rice. 

Mr. President, ·this natural calamity 
comes to an area of the world devastated 
by years of war, and still suffering from 
its dislocations and the movement of 
refugees. Food shortages were already 
critical in both Laos and Vietnam before 
this latest tragedy struck. And Thailand 
has been faced with the serious humani
tarian burden of Indochinese refugees, 
only now to confront relief needs among 
its own people. 

Although Thailand has not yet re
quested international assistance, both the 
governments of Vietnam and Laos have 
appealed to United States agencies for 
assistance. 

Mr. President, I would hope that the 
administration would study their request, 
and respond expeditiously and gener
ously to any United Nations appeal
especially an appeal from the United 
Nations Office for Disaster Relief 
(UNDRO )-for emergency assistance to 
Vietnam, Laos, or Thailand. The need is 
obviously there, and once reports are 
confirmed as to specific relief needs, I 
hope our response will be forthcoming. 

Clearly, the law provides for such as
sistance to meet natural disasters where
ever they occur, "notwithstanding any 
other provision of law." Once the inter
national disaster assistance account of 
the Foreign Assistance Act is funded 
when the appropriations bill is signed by 
the President, hopefully in the next few 
days, no legal obstacle should remain in 
our ability to respond to an international 
appeal for disaster assistance in Viet
nam or Laos. 

Mr. President, I ask that the text of 
two press reports from the field, be 
printed in the RECORD. 

The report follows: 
[From the Washington Post, Oct. 5, 1978] 

FLOODS RAVAGE SoUTHEAST ASIA; VIETNAM AND 
LAOS APPEAL FOR Am 

BANGKOK.-Heavy floods have ravaged 
wide areas of Thailand, Laos, Cambodia and 
Vietnam, submerging millions of acres of rice 
paddy and driving m1llions of families from 
their homes, according to reports here yes
terday. 

Officials in Vietnam and Laos have ap
pealed for help from a.broad to meet needs 
for rice and other food grains as well as 
canned goods, fish, clothing and medicine. 

"Heavy losses will affect both production 
and the (Vietnamese) people's life for a 
long time," said a Vietnamese Foreign Min
istry spokesman at a news conference Tues
day broadcast by the official Vietnam News 
Agency. 

Unseasonally heavy rains generated by 
Typhoon Lola produced the worst flooding 
in 35 years in Vietnam, the spokesman re
ported, adding that 2.3 million acres of crops 
were submerged in North and South with a 
loss of 2.& million tons of rice. 

The flood waters affected 4.5 million Viet
namese and about 3 million require emer
gency relief in the form of makeshift hous
ing and food handouts, he said. 

In Thailand, Prime Minister Kriangsak 
Cha.manan allocated $2.5 million for imme
diate flood relief and set aside more money 
to assist in recovery once the swollen rivers 
subside. 

More than 200,000 villagers have aban
doned their homes to escape flooding in 
Thailand's northern, northeastern and cen
tral provinces and the official death count 

stands at 34, officials in Bangkok said. More 
than 300,000 acres of farmland were under 
water and some low-lying areas a.round 
Bangkok also were flooded. 

The government flew vaccine and other 
medicine to flood-stricken areas in the 
northeastern province of Udorn after re
ports that cholera ha.d broken out. Two 
deaths were attributed to cholera and nine 
other cases were confirmed, public health 
officials reported. 

In addition to the flooding, the Vietna
mese Foreign Ministry official said, nearly 
900,000 acres of rlcelands were destroyed by 
insects. An lnterna.tlona.l official in Bangkok 
said the insects constituted a long-term 
problem In Vietnam because of a scarcity of 
pesticides and working spray equipment. 

Flooding wa.s particularly devastating in 
the Mekong Delta, Vietnam's main food
growlng region. More heavy rains in Thai
land. Laos and Cambodia. have raised the 
threat of still higher waters in the Mekong 
River, the ministry spokesman said. 

The New China News Agency, meanwhile, 
reported that eastern China's major prov
inces, hundreds of miles northeast of the 
flood area, are fighting the longest drought 
in more than 120 yea.rs. 

[From the Wall Street Journal, Oct. 4, 1978] 
VIETNAM ASKS FOR FOREIGN Am AFTER Loss OF 

ONE-FIFTH OF RICE CROP TO HEAVY RAINS 
(By Barry Kramer) . 

HONG KONG.-Vietnam appealed for emer
gency international aid following six weeks 
of torrential rains that it says wiped out 
about 2.9 miliion tons of rice, or more than 
one-fifth of the Communist nation's esti
mated 1978 output. 

The disastrous crop failure, the worst or 
three due to natural calamities in as many 
years, could curtail severely Vietnam's plans 
for economic recovery a.nd may force its 50 
million people, already on food rationing, to 
tighten their belts another notch. 

The la.test economic setback comes when 
hundreds of thousands of soldiers have been 
removed from agricultural and civil recon
struction projects to fight a border war with 
Vietnam's western neighbor, Cambodia, and 
to face an increasingly hostile northern 
neighbor, China. The crop shortage could 
force Vietnam into further reliance on the 
Soviet Union. Hanoi's main source of previ
ous emergency food aid. The relationship 
with the U.S.S.R. already ls the root cause 
of Vietnam's falling out with its Communist 
neighbors. 

Diplomatic observers in Asia have been 
predicting that Vietnam would launch a mili
tary offensive in a few months against the 
anti-Vietnamese regime in Cambodia and 
attempt to replace it with one more friendly 
to Hanoi. It Isn't clear if or how Vietnam's 
food crisis might affect that expected con
frontation . 

FERTILIZER SHORTAGE 
Vietnam's grain shortage can 't be blamed 

entirely on the weather. The country stm 
suffers from a chronic shortage of fertilizer 
and insecticides, spare parts for water pumps 
and fuel to run them. Furthermore, refugees 
fleeing Vietnam report that the elimination 
of the free market for rice last March in 
what was South Vietnam has reduced the in
centive to grow rice for sale. Collectivization 
of southern farms, which is proceeding grad
ually, could further slow production, some 
observers predict. 

Some rlceland along the Cambodian bor
der is lying fallow because of the fighting, 
while most military units that ha.d been 
farming or improving farmlands have been 
called away from border duties. Instead of 
producing food, they must be fed. Fuel, 
which could have been used for water 
pumps and tractors, has been diverted for 
military use. 

Vietnam announced its dire situation 
Monday when it took diploma.ts and repre-
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sentatives of international organizations on 
a tour of some flooded areas. Foreign Minis· 
try officials then told foreign newsmen in 
Hanoi that the floods, plus insect infestation, 
had destroyed about 2.9 mi111on tons of rice 
since Aug. 20, when the first of several ty· 
phoons and tropical storms hit the North 
and the South. 

TARGET OUTPUT 

The Vietnamese previously targeted out· 
put for the year a.t a.bout 14.9 million tons. 
But before the floods, Western experts had 
estimated the crop a.t a.bout 12.9 million 
tons. If the estimated loss is correct, then 
actual production could be only 10 million 
metric tons-22 percent below the earlier 
Western estimate and several mi111on tons 
less than is needed to feed Vietnam's popu
lation. 

La.st year, when Vietnam harvested an 
estimated 12.4 million tons of rice, it still 
had to import a.bout 1.7 million tons of rice 
and other grains to help bridge the gap be
tween production and consumption. Even so, 
rice rations were cut, and other starchy 
foods such as manioc were substituted for 
rice, Vietnam's staple food. 

The country isn't likely to get all 2.9 mil
lion tons of grain as gifts or loans from 
other countries, nor is it likely to purchase 
any but a small part of that amount. It is 
likely that the Soviet Union will supply a. 
large portion of whatever relief grain is ob
tained. 

Meanwhile, Thailand, a would-be supplier 
of rice to Vietnam, has been hit by the same 
hea. vy rains, and large areas of its rice pad
dies are damaged. Laos and Cambodia also 
will suffer.e 

VISIT OF RHODESIA'S PRIME 
MINISTER IAN SMITH 

• Mr. GARN. Mr. President, I would 
like to take this opportunity to welcome 
to the United States Prime Minister Ian 
Smith and the Reverend Ndabaningi 
Sithole of Rhodesia's transitional govern
ment. It is of utmost significance that the 
American people have this chance to hear 
directly from these leaders of Rhodesia's 
internal settlement regarding the condi
tions in their country and their efforts to 
bring about majority rule. 

The State Department's delay in grant
ing visas to Prime Minister Smith and 
Reverend Sithole was more than simply 
another manifestation of this adminis
tration's misguided and ill-convicted 
policy in southern Africa-it was an un
conscionable obstruction to the earnest 
attempts of these leaders to bring about 
black majority rule in Rhodesia through 
peaceful means. 

This administration has consistently 
pursued a policy that is weighted heavily 
in favor of the pro-Marxist guerrilla 
forces of Joshua Nkomo and Robert 
Mugabe. Our Government's insistence 
that these leaders of the Patriotic Front 
must be part of any overall settlement 
has provided them with a de facto veto 
over the efforts of Rhodesia's internal 
leaders to resolve the issue peacefully. 
The obstinate refusal of the Carter ad
ministration to support the brave initia
tives of Rhodesia's biracial interim gov
ernment is nothing less than scandalous. 

Should this administration maintain 
its opposition to the Rhodesian internal 
settlement it will severely reduce the 
prospects for a peaceful transition to 
democratic rule, and will make a black
against-black civil war all but unavoida-

ble-with the potential that such a con
flict has for further Soviet-Cuban armed 
intervention in the affairs of Africa. 

Mr. President, I sincerely hope that 
this visit by Prime Minister Smith and 
Reverend Sithole will help the American 
people gain a greater appreciation for the 
tremendous difficulties which these 
leaders face in combating anarchy while 
working to fundamentally transform the 
nature of their country's political system. 
Their endeavors deserve our whole
hearted support and I once again wel
come their arrival here in Washington. 

Mr. President, in today's Washington 
Post, Evans and Novak have spelled out 
the moral bankruptcy of the Carter ad
ministration's African policy, and I ask 
that their article be printed in the 
RECORD. 

RHODESIA POLICY: THE SENATE FILLS A 

VACUUM 

(By Rowland Evans and Robert Novak) 
Contortions in the State Department to 

delay a visa for Rhodesian Prime Minister 
Ian Smith and Executive Council member 
Nd.abaningi Sithole symbolized the bank
ruptcy of Carter administration Rhodesia 
policy, a failure that has created a vacuum 
now being filled by the Senate. 

Implicit bankruptcy was declared by the 
Senate more than three months ago when 
a resolution to remove economic £-anctions 
from Rhodesia barely failed , 42 to 48. That 
was followed Sept. 14 by a letter to Smith, 
signe:l by 27 senators, inviting him and Sit
hole to Washington. Moderates such as 
Republican Sens. John Heinz (Pa.) and Bob 
Packwood (Ore .) and Democratic Sens. Jen
nings Randolph (W. Va.) and Ernest Hollings 
(S.C.) were among the signers. 

But even such clear warnings from £en
ators determined to arrest the move toward 
all-out racial war failed to awaken the 
makers of African policy in the State De
partment. Trapped in a policy that in effect 
gives veto po wer o ver the United States to 
feuding blac~c states bordering Rhodesia and 
to feuding guerrilla forces armed and trained 
by Soviet and Cuban officers, State's African 
specialists shied from making any gesture 
to the outlawed Smith. 

So when Smith's request for a visa arrived, 
the State Department blocked it. At work 
was the same detachment from reality that 
has dogged the administration's Rhodesian 
policy ever since former secretary of state 
Henry Kissinger's basic plan for ending white 
domination of black Rhodesia ·was adopted 
by Smith last March. 

The pretext for the department's prelim
inary decision Sept. 30 denying the visa was 
the U.N. resolution imposing sanctions 
against the onetime British colony. Smith 
being a government official in an outlawed 
nation , his passport has no international 
standing, but the United States can waive 
that U.N. ban anytime it wants. 

For example, both Sithole and Bishop Abel 
Muzorewa, another member of Rhodesia's 
Executive Council , got U.S. visas for previous 
visits here c'.espite U.N. sanctions. The State 
Department was singling out Smith for spe
cial treatment. 

But the true hypocrisy of the department's 
preliminary decision to bar Smith on spuri
om; legalistic frounds is exposed by the fact 
that Zambia, one of the "front-line" black 
states bordering Rhodesia , itself waived the 
U.N. ban and admitted Smith just two 
months ago. 

Smith was invited by Zambian President 
Kenneth Kaunda for secret negotiations 
with Joshua Nkomo. The purpose : to find 
comm.on ground between the two so that 
Nkomo, a principal leader of guerrilla forces 
now attacking Rhodesia, could be brought 
into the Rhodesian government. U.N. sanc
tions counted for nothing against Zambia's 

desperate need for a. solution to racial war 
in southern Africa and economic disaster 
for Zambia and other frontline states. 

The political rationale behind the invita
tion for Smith to come here and talk to 
senators and other American leaders was 
grounded on precisely the same hopes that 
motivated Kaunda: press Smith to find 
some formula to entice Nkomo into a "share 
of power" in the Rhodesian government. 

The leading Senaite player in this game 
is conservative Sen. Jesse Helms (R-N.C. \ . 
who is now working through private chan
nels to soften both Smith and Nkomo in the 
hope of continuing the August contacts 
started in Zambia-a meeting that lasted 
several hours and . achieved limited objec
tives. 

But State Department specialists shrank 
from exposing the shrewd and wily Smith 
to the U.S. public or risking the political 
anger of Third World activists in the United 
Nations ·and blacks at home. Despite Helms's 
pleading, Smiths' request for a visa lan
guished. 

Helms then served notice that he would 
enter formal objections, under the rule of 
senatorial courtesy,. to the State Depart
ment's entire list of foreign..:service promo
tions, and hold up three ambassadorial con
firmations. There were other well-founded 
threats. 

Helms, however, is small potatoes in Jim
my Carter's State Department. What broke 
the visa barricade was not Helms or his 
Senate colleagues but a compelling editorial 
in the Washington Post on Oct. 4. By no 
stretch could The Post be charged with 
harboring bi,as toward Smith. Accusing the 
State Department of playing a "shabby 
game," the Post asked: "Must the United 
States be 'purei-' than Zambia?" Within 
hours of thait Oct. 4 editorial, the State 
Department granted the visa, making a. 
mockery of its sanctimonious pretexts for 
delay. 

Having breached the visa barricade, the 
Senate intends to play out its activist role 
and fill the policy vacuum that has been 
spreading since last March, when Smith 
launched his "internal solution" pointing to
ward black majority rule. As perceived by 
Senators, the United States for too long has 
bartered away its prestige and power in the 
Rhodesian tragedy in a vain search for a. 
solution satisfying black and other inter
ests, many of which a.re clearly irrecon
cilable.e 

FOREIGN INTELLIGENCE SURVEIL
LANCE ACT OF 1978-CONFER
ENCE REPORT 
Mr. KENNEDY. Mr. President, I sub

mit a report of the committee of confer
ence on S. 1566 and ask for it.s immedi
ate consideration. 

The PRESIDING OFFICER. The re
port will be stated. 

The legislative clerk read as follows: 
The committee .of conference on the dis

n.greeing votes of the two Houses on the 
amendments of the House to the bill (S. 
1566) to amend title 18, United States Code, 
to authorize applications for a court order 
approving the use of electronic surveillance 
to obtain foreign intelligence information, 
having met, after full and free conference, 
have agreed to recommend and do recom
mend to their respective Houses this report, 
signed by a majority of the conferees. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to the 
consideration of the conference report. 

(The conference report is printed in 
the House proceedings of the RECORD of 
October 5, 1978). 



October 9, 1978 CONGRESSIONAL RECORD- SENATE 34845 
Mr. KENNEDY. Mr. President, today, 

the U.S. Senate writes a final chapter in 
the ongoing 10-year debate to regulate 
foreign intelligence electronic surveil
lance. In accepting the conference re
port on S. 1566, "The Foreign Intelli
gence Surveillance Act of 1978," the Sen
ate will at long last place foreign intelli
gence electronic surveillance under the 
rule of law. The abuses of recent his
tory sanctioned in the name of national 
security highlighted the need for this leg
islation. Working closely with our House 
colleagues we have fashioned a final 
product which strikes a careful balance 
between the needs of national security 
and the civil liberties and rights of the 
American people. 

This legislation benefits from broad bi
partisan support. It passed the Senate 95 
to 1. My distinguished colleagues, Sen
ator BAYH, Senator THURMOND, and Sen
ator GARN have been particularly instru
mental in the development of this legis
lation. Senator BAYH in particular proved 
to be a valuable ally, processing the bill 
through the Senate Select Committee on 
Intelligence with skill and dedication. 

The bill has been endorsed and sup
ported not only by this administration, 
but by the Ford administration as well. 
Both Attorney General Bell and Attorney 
General Levi have been most cooperative 
and helpful in its drafting and process
ing. The legislation constitutes a major 
step forward in bringing needed safe
guards to the unregulated area of for
eign intelligence surveillance. It is a rec
ognition, long overdue, that the Congress 
does have a role to play in this area. 

This legislation would, for the first 
time, substitute carefully prescribed ac
countability and oversight for the arbi
trariness of the past. The bill would re
quire that most foreign intelligence elec
tronic surveillance in the United States 
be subject to a judicial warrant require
ment based on probable cause. For an 
American citizen to be surveille1, there 
must be probable cause that he is an 
agent of a foreign power, engaging in 
sabotage, terrorism or clandestine in
telligence activities. It is the courts, not 
the Executive, that would ultimately rule 
on whether the surveillance should oc
cur. The bill would require that, before 
such surveillance could occur, a named 
executive branch official-such as the 
Secretary of Defense-certify in writing 
and under Jath that such surveillance 
is necessary to obtain foreign intelligence 
information. 

Mr. President, these statutory provi
sions are the very heart of the legisla
tion. It is true that we have acceded to 
the House and eliminated the formal 
warrant requirement when certain for
eign powers are the target of the surveil
lance. I have reluctantly accepted this 
modification because of the need tc re
tain a bipartisan consensus concerning 
the legislation. Although the modifica
tion exempts certain targets from the 
warrant requirement, it will, neverthe
less, prevent the National Security Agen
cy from wiretapping any American citi
zen without first securing a warrant. 

The legislation also provides the type 
of accountability which has heretofore 
not existed. It would for the first time 

expressly limit whatever inherent power 
the Executiv~ may have to engage in 
electronic surveillance in the United 
States. In so doing, the bill ends a dec
·ade of debate over the meaning and 
scope of the "inherent power" disclaimer 
clause currently found in title III. 

The bill also provides civil and crim
inal sanctions to those who violate its 
provisions. It requires that all extran
eous information-unrelated to the pur
poses of the surveillance-be minimized. 
And it mandates that before any in
formation obtained can be used at a 
subsequent criminal trial, the trial court 
must again find that all statutory wire
tap procedures have been met. 

Most of the concerns expressed by 
some about various provisions of the bill 
have been satisfactorily resolved in con
ference. Thus, the Senate provision 
creating a special court to process the 
warrant applications has been retained 
by the conferees; a section has been 
added from the House bill suspending 
the warrant procedures for a period of 
up to 15 days in times of declared war; 
and new definitions of terrorism have 
been worked out. 

Mr. President, some might argue that 
this legislation is regressive and does not 
provide sufficient protection for civil 
liberties: Others might maintain that 
it goes too far and will inhibit the func
tioning of our intelligence agencies. I 
disagree on both counts. The bill places 
strict statutory controls on foreign in
telligence electronic surveillance. The 
judicial warrant and executive certifi
cation procedures guarantee the type of 
external and internal controls which I 
and others have long advocated. To those 
who maintain that the bill does not go 
far enough, I would remind them that 
today there is no statute at all. 

On the other hand, the legislation will 
not undercut the effectiveness of our in
telligence agencies. Two Attorneys Gen
eral, two directors of the FBI and two 
heads of the CIA have testified in sup
port of this legislation. They made con
vincing arguments that without this bill, 
their agents will continue to operate in a 
"twilight zone", unsure of what consti
tutes legal surveillance techniques. 

The needs of our intelligence agencies 
in protecting the national security have 
also been carefully taken into account by 
the Congress, the conferees, the adminis
tration and, perhaps most importantly, 
the intelligence community itself. The 
legislation has built-in safeguards to pre
serve the flexibility and secrecy of our 
intelligence effort. For not only did the 
conferees agree to exempt from the war
rant requirement certain foreign powers, 
we also agreed to limit the notice re
quirements of what detail must go into 
the warrant application. 

Finally, the conferees agreed that the 
legislation must differ substantially from 
the provisions of current law authorizing 
wiretaps in domestic criminal investiga
tions. The bill requires evidence of crim
inal activity before a warrant may be is
sued in foreign intelligence cases but 
established a less stringent "probable 
cause" standard of criminality, thus 
making it easier for the Government to 
secure a warrant for these limited pur-

poses. Other prov1s1ons dealing with 
length of surveillance, minimization of 
the surveillance and congressional over
sight are carefully drafted with national 
security interests paramount. 

Mr. President, I believe the time has 
at last arrived when Congress and the 
Executive together can fill one of the last 
remaining loopholes in the laws govern
ing wiretapping and other electronic sur
veillance in the United States. One 
should view this bill for what it is, a 
major effort by the Congress, long over
due, to place foreign intelligence elec
tronic surveillance under the rule of law. 
I urge the adoption of the con'rerence 
report. 

Mr. BAYH. Mr. President, I would like 
to say a word of deep appreciation to the 
Senator from Massachusetts for the tre
mendous effort that he and the other 
members of the conference expended in 
working out this very important piece of 
legislation. 

This is really the first time we have 
had this kind of joint effort between the 
Judiciary Committee and the Senate Se
lect Committee on Intelligence. The Sen
ator from Indiana as the chairman of 
that latter committee, is indeed grate
ful for the kind of cooperation that has 
been exhibited. 

This bill, for the first time in history, 
protects the rights of individuals from 
government activities in the foreign in
telligence area. 

It is to President Carter's credit that 
he is the first President in history willing 
to waive the implied rights of inherent 
powers which other Presidents have de
manded. 

I think we have drawn a very careful 
balance. On one side we have protected 
the rights of individual citizens from 
spying and prying. On the other, we ha VF 

done it in such a way it does not weaken 
the capacity of our intelligence agencief 
to provide the kind of information our 
country needs to protect the Nation from 
those who would do us harm. 

Mr. THURMOND. Mr. President, al
though I rise in support of the confer
ence report on S. 1566, the Foreign In
telligence Surveillance Act of 1978, I 
must indicate that I signed the confer
ence report with some reluctance. 

The need for certain safeguards in the 
use of electronic surveillance by the 
Government is accepted by this Senator. 
I do not, however, support procedures 
that would unduly restrict the ability of 
the President, under his inherent power, 
to engage in intelligence-gathering activ
ities against foreign powers or their 
agents. 

Mr. President, the procedures under 
this legislation are designed to permit 
the President to continue his power to 
engage in foreign intelligence surveil
lance, but with judicial safeguards in 
the form of a warrant procedure. Al
though I am agreeable to such proce
dures at this time, I would expect that if 
these procedures were to become cum
bersome and an obstacle to the ability 
of our Nation to engage in necessary for
eign intelligence gathering, the Congress 
would immediately reconsider this leg
islation and make changes in order to 
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avoid such barriers to effective foreign 
intelligence-gathering activities. 

Finally, I am supporting this legisla
tion because, without a clear expression 
from Congress in this area, especially 
when the case law is somewhat divided, 
there may be a chilling effect on the ex
ecutive branch to engage in foreign intel
ligence gathering activities. I would not 
want to see that happen, Mr. President, 
so with the reservations that I have ex
pressed, I shall agree to the adoption 
of the conference report on s. 1566 now 
before the Senate. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the conference 
report. 

The conference report was agreed to. 
Mr. KENNEDY. I move to reconsider 

the vote by which the conference report 
was agreed to. 

Mr. CURTIS. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

THE CALENDAR 
Mr. ROBERT c. BYRD. Mr. President, 

I ask unanimous consent that the Senate 
proceed to the consideration of Calendar 
Orders Nos. 1190, 1194, 1210, 1211, 1212, 
and 1213. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. STEVENS. There is no objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 

COMPTROLLER GENERAL ANNUITY 
ADJUSTMENT ACT OF 1978 

The Senate proceeded to consider the 
bill (S. 3412) to provide for cost-of-living 
adjustments in the annuity of a retired 
Comptroller General, and for other pur
poses, which had been reported from 
the Committee on Governmental Affairs 
with an amendment on page 6, beginning 
with line 6, strike through and including 
line 8, so as to make the bill read: 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Comptroller Gen
eral Annuity Adjustment Act o! 1978". 

SEc. 2. Section 319 of the Budget and Ac
counting Act, 1921 (31 U.S.C. 43b) is 
amended-

(1) by striking out "3" wherever it appears 
ln subsections ( b) and ( c) and inserting 
"4¥2"; 

(2) by striking out in subsection (e) (2) 
beginning with "one-half" through the word 
"lesser" and inserting the following: "(A) 
$1,548, or (B) $4,644 divided by the number 
of children, whichever is lesser"; 

(3) by inserting "(A)" immediately after 
"equal to" in subsection (e) (3) and by strik
ing out in such subsection beginning with 
"survived," through the word "year" and 
inserting "survived, divided by the number 
of children, or (B) $1,860, or (C) $5,580, 
divided by the number of children, which
ever is the lesser"; and 

(4) by striking out "the last five years of 
such service" in subsection (n) and insert
ing "the three years of service in which his 
annual salary was greatest", and by strik
ing out "37¥2" in such subsection and in
serting "40". 
. SEC. 3. The Budget and Accounting Act, 

1921, is amended by adding after section 319 
the following new section: 

"SEC. 320. (a) Except as provided in sub
section (b). the annuities authorized by sec
tions 303 and 319 of this Act shail be in
creased as follows: 

" ( 1) The Comptroller General shall-
" (A) on January 1 of each year, or within 

a reasonable time thereafter, determine the 
per cen tum change in the Consumer Price 
Index published for December of the preced
ing year over the Consumer Price Index pub
lished for June of the preceding year, and 

"(B) on July 1 of each year, or within a 
reasonable time thereafter, determine the per 
cen tum change in the Consumer Price Index 
published for June of such year over the 
Consumer Price Index published for Decem
ber of the preceding year. 

"(2) If in any year the per centum change 
determined under either paragraph (1) (A) 
or (1) (B) indicates a rise in the Consumer 
Price Index, then-

" (A) effective March 1 of such year, in the 
case of an increase under paragraph (1) (A). 
each annuity payable under sections 303 and 
319 of this Act commencing not later than 
such March 1 shall be increased by the per 
centum change computed under such para.
graph, adjusted to t.!;.e nearest one-tenth of 
1 per centum, or 

"(B) effective September 1 of such year, in 
the case of an increase under paragraph ( 1) 
(B), each annuity payable under sections 303 
and 319 of this Act commencing not later 
than such September 1 shall be increased by 
the per cen tum change computed under such 
paragraph, adjusted to the nearest one
tenth of 1 per centum. 

"(3) The per centum increase authorized 
by the Comptroller General under this sec
tion shall not exceed the per centum increase 
as authorized from time to time by the Civil 
Service Commission under section 8340 (b) 
of title 5, United States Code. 

"(b) The annuity authorized by section 
303 of this Act shall not, by reason of the 
application of subsection (a). exceed the an
nual rate of compensation of the Comptrol
ler General.". 

SEC. 4. (a.) The second paragraph of section 
303 of the Budget and Accounting Act, 1921 
(31 U.S.C. 43) is a.mended by inserting be
tween the third and fourth sentences the 
following new sentence: "There shall be de
ducted from the salary of any person ap
pointed to the Office of the Comptroller Gen
eral after the date of enactment of this sen
tence as a contribution to the annuity au
thorized by this paragraph ( 1) a. sum equal 
to 3¥2 per centum of his salary, in the case 
of a Comptroller General who has elected 
survivor benefits under section 319, or (2) 
a sum equal to 8 per centum of his salary, in 
the case of a Comptroller General who has 
not elected such survivor benefits.". 

(b) The third paragraph of such section is 
amended by-

( 1) inserting after "tha t Act," ln the first 
sentence "and no deduction from his salary 
shall be made under the preceding para
graph,"; and 

(2) adding at the end thereof the follow
ing new sentence: "Any person who is ap
pointed to the Office of Comptroller Gen
eral after the date of enactment of this 
sentence and who makes such an election 
under this paragraph shall deposit with the 
General Accounting Office for covering into 
the general fund of the Treasury as miscel
laneous receipts as a. contribution to the an
nuity authorized under the preceding para.
graph ( 1) a sum equal to 3 Y2 per centum, in 
the case of a Comptroller General who has 
elected survivor benefits under section 319, 
or (2) 8 per centum, in the case of a Comp
troller General who has not elected such 
benefits, of the salary received by him as 
Comptroller General prior to the date cur
rent deductions begin from his salary, plus 
interest thereon at the rate of 3 per centum 
per annum compounded on December 31 of 
each year.". 

( c) Such section is amended by adding at I 
the end thereof the following new para- : 
graph: 

"Any Comptroller General who is sepa
rated from office prior to becoming eligible 
to receive an annuity under the second para
graph shall be entitled to a lump-sum re
fund of the total amount deducted from 
his salary in accordance with the provisions 
of such paragraph or deposited by him as a 
contribution to his annuity in accordance 
with the provisions of the preceding para
graph, plus interest thereon at the rate of 
3 per centum per annum compounded on 
December 31 of each year. The lump-sum 
refund authorized by this paragraph shall 
be paid to the Comptroller General or to 
his survivors in the order of precedence of 
such survivors established in section 319(J) 
for survivor benefits.". 

The amendment was agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed. 

Mr. ROBERT c. BYRD. Mr. President, 
I move to reconsider the vote by which 
the bill was passed. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT c. BYRD. Mr. Presi
dent, I ask unanimous consent to have 
printed in the RECORD an excerpt from 
the report (No. 95-1267), explaining the 
purposes of the measure. 

There being no objection, the excerpt 
was ordered to be printed in the RECORD, 
as follows: 

SUMMARY AND PURPOSE 

S. 3412 amends the law providing for re
tirement of the Comptroller General of the 
United States to enable retired Comptrollers 
General and their survivors to obtain cost
of-living adjustments to their annuities. 

BACKGROUND AND LEGISLATIVE HISTORY 

The Budget and Accounting Act of 1921, 
as amended in 1953, authorizes a retirement 
annuity for the Comptroller General. He is 
entitled to the salary payable for his office 
at the time of retirement ( 1) upon comple
tion of his single 15-year term, (2) upon 
retirement on permanent disab111ty after 
10 years of service, or (3) after 10 years of 
service if he has attained the mandatory 
retirement age of 70. He can retire at half 
pay if permanently disabled after less than 
10 years of service. 

Benefits for survivors of retired Comp
trollers General were enacted in 1959. These 
benefits generally followed those provided 
in 1956 for survivors of Federal judges. Sur
viving spouses of retired judges and Comp
trollers General received a maximum of 37¥2 
percent of the average salary for the last 5 
years of creditable service. Benefits for de
pendent children were also pi:ovided. 

The 94th Congress updated benefits for 
survivors of Federal Judges (Public Law 94-
554). Cost-of-living allowances were pro
vided. The ceiling on a spouse's annuity was 
increased to 40 percent of a deceased judge's 
highest 3-year average salary. The annuity 
for dependent children of deceased judges 
was increased. Judges' contributions toward 
survivor benefits were increased from 3 to 4¥2 
percent of their salaries. With passage of 
Public Law 94-554 it appears that all Fed
eral employees, except for the Comptroller 
General, have retirement and survivor bene
fits adjusted by cost-of-living increases. 

Legislation providing cost-of-living in
creases for retired Comptrollers General and 
their survivors was transmitted this year by 
the General Accounting Office to the Senate 
Committee on Governmental Affairs and the 
House Committee. on Government Opera-
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tions. The bill was introduced in the House 
a.s H.R. 12196. A hearing was conducted on 
May 17, with comptroller General Elmer 
Staats testifying. The bill was reported on 
June 1 (H. Rept. 96-1241) and passed the 
House on July 26. 

S. 3412 provides twice-a-year cost-of-living 
increases for retired Comptrollers General 
and their survivors. The bill also increases . 
benefits for widows and dependent children 
of retired Comptrollers General, along the 
lines provided for survivors of Federal Judges 
in Public Law 94-664. 

s. 3412 differs from the House-approved 
bill proposed by GAO in two respects. First, 
S. 3412 provides that the annuity of a. retired 
Comptroller General not exceed the salary of 
the incumbent Comptroller General. Because 
a. Comptroller General retires a.t full pay
except under conditions noted above-the bi
annual cost-of-living increases could raise 
his annuity appreciably higher tlian the sal
ary of his successor, y.rhose salary increases 
only when statutory increases are authorized 
generally for high-level Federal executives. 
Only three such increases have been ap
proved and funded in the past 11 years. 

At the hearing on S. 3412 on August 21, 
conducted by the Subcommittee on Energy, 
Nuclear Proliferation and Federal Services, 
Comptroller General Staats stated his agree
ment with this provision of the Senate bill. 

Secondly, S. 3412 requires future Comp
trollers General to contribute 8 percent of 
their salaries toward their retirement and 
survivor benefits, a.s Members of Congress 
do. At present the Comptroller General ls 
not required to contribute toward his own 
retirement. However, if he elects to provide 
survivor benefits, 3 percent of his salary is 
deducted for that purpose. The House b111 
would increase the 3-percent deduction to 
4V:z percent, in line with the higher deduc
tion to provide increased benefits for sur
vivors of Federal judges in the Judicial Sur
vivors' Annuities Reform Act (Public Law 
94-664). The Senate bill requires, in the case 
of a Comptroller General who elects survivor 
benefits, 4V:z percent of his salary be de
ducted for survivor benefits, and 3 V:z percent 
be deducted for retirement benefits. 

The committee believes that the principle 
of individual contributions to retirement 
systems should be followed. The only major 
category of Federal civ111an employees from 
which contributions toward their own re
tirement ls not required ls the judiciary. 
Judges and Comptrollers General can retire 
at full pay. Unlike the Comptroller General 
and other Federal civ111ans, judges are on call 
for Federal service during their· entire life
time. Judges do, a.s noted above, contribute 
4V:z percent of their salaries toward survivor 
benefits, if they so elect, as the Comptroller 
General would under the House-approved 
b111 (an increase from the present 3 percent). 

The requirement of contributions by fu
ture Comptrollers General wm not affect the 
incumbent. Nor should it, because he as
sumed office under the provision of previous 
legislation that his contribution be covered 
by appropriated funds. 

BOUNDARY WATERS f!ANOE AREA 
WILDERNESS 

The Senate proceeded to consider the 
bill (H.R. 12250) to designate the Bound
ary Waters Canoe Area Wilderness, to 
establish the Boundary Waters Canoe 
Area Mining Proteotion Area, and for 
other purposes, which had been reported 
from the Committee on Energy and Nat
ural Resources with an amendment to 
strike all after the enacting clause and 
insert the following: 

FINDINGS 

SECTION 1. The Congress finds that it is 
necessary and desirable to provide for the 

protection, enhancement, and preservation 
of the natural values of the lakes, waterways, 
and associated forested areas known (before 
the date of enactment of this Act) as the 
Boundary Waters Canoe Area, and for the 
orderly management of public use and en
joyment of that area as wilderness, and of 
certain contiguous lands and waters, while 
at the same time protecting the special 
qualities of the area a.s a natural forest-lake
land wilderness ecosystem of major esthetlc, 
cultural, scientific, recreational, and educa
tional value to the Nation. 

PURPOSES 

SEC. 2. It is the purpose o1 this Act to pro
vide for such measures respecting the areas 
designated by this Act as the Boundary 
Waters Canoe Area Wilderness and Boundary 
Waters Canoe Area Mining Protection Area. 
as wm-

( 1) provide for the protection and man
agement of the fish and wildlife of the wil
derness so as to enhance public enjoyment 
and appreciation of the unique biotic re
sources of the region, 

(2) protect and enchance the natural 
values and environmental quality of the 
lakes, streams, shorelines, and associated 
forest areas of the wilderness, 

(3) maintain high water quality in such 
areas, 

(4) minimize to the maximum extent pos
sible, the environmental impacts associ::i.ted 
with mineral development affecting such 
areas, 

(6) prevent further road and commercial 
development and restore natural conditions 
to existing temporary roads in the wilder
ness, and 

(6) provide for the orderly and equitable 
transition from motorized recreational uses 
to nonmotorized recreational uses on those 
lakes, streams, and portages in the wilder
ness where such mechanized uses are to be 
phased out under the provisions of this Act. 

BOUNDARY WATERS CANOE AREA WILDERNESS 
DESIGNATION AND MAP 

SEC. 3. The areas generally depicted as wil
derness on the map entitled "Boundary Wa
ters Canoe Area Wilderness and Boundary 
Waters Canoe Area Mining Protection Area" 
dated September 1978, comprising approxi
mately one million and seventy-five thou
sand five hundred acres, a.re hereby desig
nated as the Boundary Waters Canoe Area 
Wilderness (hereinafter referred to as the 
"wilderness"). Such designation shall super
sede the designation of the Boundary Water!'; 
Canoe Area under section 3(a) of the Wil
derness Act (78 Stat. 890) and such map 
shall supersede the map on file pursuant to 
such section. The map of the wilderness 
shall be on file and available for public in
spection in the offices of the Supervisor of 
the Superior National Forest and the Chief, 
United States Forest Service. The Secretary 
of Agriculture (hereinafter, referred to as 
the "secretary") shall, as soon as practicable 
but in no event later than one year after the 
date of enactment of this Act, publish a 
detailed legal description and map showing 
the boundaries of the wilderness in the Fed
eral Register. Such map and description shall 
be filed with the Committee on Interior and 
Insular Affairs of the House of Representa
tives and the Committee on Energy and Nat
ural Resources of the United States Senate. 
Such map ·and description shall have the 
same force and effect as if included in this 
Act. Correct of clerical and typographical 
errors in such legal description and map may 
be made. 

ADMINISTRATION 

SEC. 4.(a) The Secretary shall administer 
the wilderness under the provisions of this 
Act, the Act of January 3, 1976 (88 Stat. 2096; 
16 U.S.C. 1132 note) , the Wilderness Act of 
1964 (78 Stat. 890; 16 U.S.C. 1131-1136). and 
in accordance with other laws, rules, and 

regulations generally applicable to areas des
ignated as wilderness. 

(b) Paragraph (6) of section 4(d) of the 
Wilderness Act of 1964 is hereby repealed and 
paragraphs (6), (7), and (8) of such section 
4(d) are hereby redesignated as paragraphs 
(6), (6), and (7). 

(c) Effective on January 1, 1979, the use 
of motorboats is prohibited within the wild
erness designated by this Act, and that por
tion within the wilderness of all lakes which 
a.re partly within the wilderness, except for 
the following: 

( 1) On the following lakes, motorboats 
with motors of no greater than twenty-five 
horsepower shall be permitted: 

Fall, Lake County, 
Newton, Lake County, 
Moose, Lake County, 
Newfound, Lake County, 
Sucker, Lake County, 
Snowbank, Lake County, 
East Bearskin, Cook County, 
South Fa.rm, Lake County, 
Trout, Saint Louis County, 
Basswood, except that portion generally 

north of the narrows at the north end of 
Jackflsh Bay and north of a point on the 
international boundary between Ottawa 
Island and Washington Island, 

Sagana.ga, Cook County, except for that 
portion west of American Point: Provided, 
That, on the following lakes, until January 
l, 1984, the horsepower limitations described 
in this paragraph shall not apply to towboats 
registered with the Secretary: 

Moose, Lake County, 
Newfound, Lake County, 
Sucker, Lake County, 
Saganaga, Cook County, as limited in this 

paragraph. 
(2) On the following lakes and rivers, 

motorboats with motors no greater than ten 
horsepower sh:dl be permitted: 

Clearwater, Cook County, 
North Fowl, Cook County, 
South Fowl, Cook County, 
Island River east of Lake Isabella, Lake 

County, 
Sea Gull, that portion generally east of 

Threemile Island, Cook County, 
Alder, Cook County, 
Canoe, Cook County. 
( 3) On the following lakes, or specified 

portions of lakes, motorboats with motors of 
no greater than ten horsepower shall be per
mitted until the dates specified : 

Basswood River to and including Crooked 
Lake, Saint Louis and Lake Counties, until 
January 1, 1984, 

Carp Lake, the Knife River, and Knife 
Lake, Lake County, until January 1, 1984, 

Sea Gull, Cook County, that portion gen
erally west of Threemile Island, until Janu
ary l, 1999, 

Brule, Cook County, until January 1, 1994, 
or until the termination of operation of any 
resort adjacent to Brule Lake in operation as 
of 1977, whichever occurs first. 

(4) On the following lakes, or specified 
portions of lakes, motorboats with motors of 
no greater than twenty-five horsepower shall 
be permitted until January 1, 1984: 

Birch, Lake County, 
Basswood, Lake County, that portion gen

erally north of the narrows at the north end 
of Jackfish Bay and north of a point on the 
international bound9.ry between Ottawa Is
land and Washington Island. 

( d) The detailed legal description and map 
to be published pursuant to section 3 of thiB 
Act shall contain a description of the various 
areas where the motorized uses permitted by 
this section are located. No provision of this 
section shall be construed to limit mechani
cal portages or the horsepower of motors used 
on motorboats in the following areas within 
the wilderness: 

Little Vermilion Lake, Saint Louis County, 
Loon River, Saint Louis County, 
Loon Lake, Saint Louis County, that por-
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tion of the Lac La Croix, Saint Louis County, 
south of Snow Bay and east of Wilkins Bay. 

(e) For the purposes of this Act, a snow
mobile is defined as any motorized vehicle 
which is designed to operate on snow or ice. 
The use of snowmobiles in the wilderness des
ignated by this Act is not permitted except 
that the Secretary may permit snowmobiles, 
not exceeding forty inches in width, on ( 1) 
the overland portages from Crane Lake to 
Little Vermilion Lake in Canada, and from 
Sea Gull River along the eastern portion of 
Saganaga Lake to Canada, and (2) on the 
following routes until January 1, 1984: 

Verm111on Lake portage to and including 
Trout Lake, 

Moose Lake to and including Saganaga Lake 
via Ensign, Vera and Knife Lakes East Bear
skin Lake to and including Pine Lake via 
Alder Lake and Canoe Lake. 
In addition to the routes listed above, the 
Secretary may issue special use permits for 
the grooming by snowmobiles of specified 
cross-country ski trails for day use near exist
ing resorts. 

(f) The Secretary is directed to develop 
and implement, as soon as practical, entry 
point quotas for use of motorboats within 
the wilderness portions of the lakes listed 
in Sl'bsection c, the quota levels to be based 
on such criteria as the size and configura
tion of each lake, and the amount of use 
on that lake: Provided, That the quota es
tablished .for any one year shall not exceed 
the average actual annual motorboat use 
of the calendar years 1976, 1977, and 1978 
for each lake, and shall take into account 
the fluctuation in use during different times 
of the y·ear: Provided further, That on each 
hke homeowners and their guests and resort 
owners and their guests on that particular 
lake shall have access to that particular 
lake and their entry shall not be counted in 
determining such use. · 

(g) Nothing in this Act shall be deemed 
to require the termination of the exisitng 
operation of motor vehicles to assist in the 
transport of boats across the portages from 
Sucker Lake to Basswood Lake, from Fall 
Lake to Basswood Lake, and from Lake Ver
milion to Trout Lake, during the period 
ending January 1, 1984. Following said date, 
unless the Secretary determines that there 
is no feasible nonmotorized means of trans
porting boats across the portages to reach 
the lakes previously served by the portages 
listed above, he shall terminate all .such 
motorized use of each portage listed above. 

(h) The motorized uses authorized by this 
section shall be confined to those types of 
snowmobiles, motorboats, and vehicles 
which have been in regular use in the 
Boundary Waters Canoe Area prior to the 
date of enactment of this Act. The Secre
tary may set forth additional standards and 
criteria to further define the type of motor
ized craft which may be permitted. 

(i) Except for motorboats, snowmobiles, 
and mechanized portaging, as authorized 
and defined herein, no other motorized use 
of the wilderness shall be permitted. Noth
ing in this Act shall prohibit the use of air
craft, motorboats, snowmobiles, or other 
mechanized uses , in emergencies, or for the 
administration of the wilderness area by 
Federal, State, and local governmental offi
cials or their deputies, only where the Secre
tary finds that such use is essential. 

RESORTS 

SEC. 5. (a) The owner of a resort in com
mercial operation during 1975, 1976, or 1977 
and located on land riparian to any of the 
lakes listed below may require purchase of 
that resort, including land and buildings 
appurtenant thereto. by written notice to 
the Secretary prior to September 30, 1985. 
The value of such resort for purposes of such 
sale shall be based upon its fair market 

value as of July 1, 1978, or as of the date of 
said written notice, whichever is greater, 
without regard to restrictions imposed by 
thia Act: 

Fall, Lake County, Moose, Lake County, 
Snowbank, Lake County, Lake One, Lake 
County, Sawbill, Cook County, Brule, Cook 
County, East Bearskin, Cook County, Clear
water, Cook County, Saganaga, Cook County, 
See. Gull, Coolc County, McFarland, Cook 
County, North Fowl. Cook County, South 
Fowl, Cook County, Jasper Lake, Lake Coun
ty, Ojibway, Lake County. 

(b) An owner requiring purchase.. of a re
sort under this provision may elect to re
tain one or more appropriate buildings and 
lands not exceeding three acres, for personal 
vse as a residence: Provided, That the pur
chase price to the Government for a resort 
shall be reduced by the fair market value of 
such buildings and lands, with the same 
valuation procedures outlined above. 

(c) With respect to any privately owned 
lands and interests in lands riparian to the 
lakes listed above, and if the Federal Govern
ment has been required to purchase a resort 
on said lake, said lands shall not be sold 
without first being offered for sale to the 
Secretary who shall be given a period of one 
hundred days after the date of each such 
offer within which to purchase such lands. 
No such lands shall be sold at a price below 
the price at which they have been offered 
for sale to the Secretary, and if such lands 
are reoffered for sale they shall first be re
offered to the Secretary: Provided, That, this 
right of first refusal shall not apply to a 
change in ownership of a property within an 
immediate family. 

(d) There are authorized to be appropri
ated such sums therein as provided by this 
section. 

TIMBER SALE CONTRACTS 

SEC. 6. (a) The Secretary is directed to 
terminate within a period of one year after 
the date of passage of this Act, all timber 
sale contracts in the Boundary Waters Canoe 
Area Wilderness. There shall be no further 
logging of the virgin forest areas formerly 
enjoined from logging by the United States 
district court on said contract areas during 
the termination period. The purpose of said 
termination period is only to permit com
pletion of the harvesting of timber within 
existing areas under contract that are not 
within the areas described above and permit 
the taking of ameliorative measures, includ
ing land and cover restoration that will, at 
the earliest feasible date, make the imprint 
of man's work substantially unnoticeable on 
the lands included as wildern(;)ss in this 
Act. 

(b) (1) rn the event that termination of 
timber sale contracts in subsection (a) re
duces the total national forest volume which 
a purchaser has under contract on the Su
perior National Forest to less than two years 
cut based on the average volume of Superior 
National Forest timber harvested by the pur
chaser in the last three years, the Secretary 
may, with the consent of the purchaser, sub
stitute, to the extent practicable, timber on 
other national forest lands approximately 
equal in species and volume to the timber 
sale contract affected. In offering substitute 
timber, the Secretary shall negotiate the sub
stitution at a price that is mutually equitable 
considering such factors as species, volume , 
logging accessibility, and other terms of the 
agreement. 

(2) The United States will pay just com
pensation for any timber contracts termi
nated or modified by this Act, consistent 
with amendment V to the Constitution of 
the United States. Losses due to costs in
curred in directly fulfilling the terms cf such 
contracts shall be paid by the United States. 
Any action for the recovery from the United 
States of costs as provided above shall be 

brought in a court of competent jurisdiction. 
Any such judgments shall be paid from the 
claims and judgments fund (31 U.S.C. 724a). 

(c) Within the limits of applicable laws 
and prudent forest management-

( 1) the Secretary shall, in furtherance of 
the purposes of subsection (a) of this section 
and of section 4 of the National Forest Man
agement Act of 1976 (90 Stat. 2949), expe
dite the intensification of resource man
agement including emphasis on softwood 
timber production and hardwood utilization 
on the national forest lands in Minnesota 
outside the wilderness to offset, to the extent 
feasible, the reduction in the programed 
allowable timber harvest resulting from re
classification of the Boundary Waters Area, 
and the Secretary shall make a review of 
progress to date in 1983, and a forecast of 
planned achievements by 1985 and shall 
submit, as a part of the 1985 program under 
the schedule called for in the Resources 
Planning Act of 1974, a Plan and recom
mendations for 1985-1990. In administering 
the Superior National Forest, the Secre
tary is authorized and directed to engage in 
artificial and natural regeneration, release, 
site preparation, and other forms of timber 
production enhancment. 

(2) The Secretary, in carrying out the 
requirements in section (c) (1), is authorized 
and direr.ted to cooperate with the State of 
Minnesota and its political subdivisions to 
develop and implement a system of grants, 
for the development of renewable resources 
on State, county, and private lands. He may 
also seek the cooperation of other Fejeral 
departments and agencies to assure a coor
dinated approach to renewable resources de
velopment. 

(d) The,re is authorized to be appropri
ruted, in addi tioin to such sums as may other
wise be appropriated f'or the Superior Na
tional Forest from existing authorities es
tablished by law, the following additional 
sums for the fiscal years 1980 through 1990 
inclusive: 

(1) to carry out the purposes of subsection 
6(c) (1) an additional $8,000,000 annually; 
and 

(2) to carry out the purposes of subsection 
6(c) (2) an additional $3,000,000 annually: 
Provided, however, That the Federal share 
of any grant made pursuant to subsection 
6(c) (2) shall not exceed 80 per centum of 
the total cost of said grant. 

( e) Funds appropriated pursuant to this 
section shall remain available until ex
pended. Authorizations in excess of funds 
appropriated in a given fiscal year shall re
main available for appropriation in subse
quent fiscal years. 

(f) In addition to those personnel who 
would otherwise be available, the Secretary 
is authorized to appoint and fix the compen
sation not to exceed that of grade 15 on the 
General Schedule for Federal employees of 
additional full-time personnel for the Supe
rior National Forest to carry out the pur
poses of this Act. 
LAWS APPLICABLE TO CERTAIN LANDS AND WATERS 

IN THE SUPERIOR NATIONAL FOREST 

SEc. 7. (a) The provisions of the Acts listed 
in paragraph (b) of this section shall con
tinue to apply to lands and waters specified 
in such Acts notwithstanding the inclusion 
of any such lands and waters in the wilder
ness or mining protection area designated 
under this Act. For lands and waters to which 
such Acts listed in paragraph (b) apply 
which are also within the wilderness or min
ing protection area design':l.ted under this 
Act, any withdrawal, prohibition, or restric
tio:i contained in such Acts listed in para
graph (b) shall be in addition to a.ny with
drawal, prohibition, or restriction otherwise 
applicable to such wilderness or mining pro
tection area under any other law. 
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(b) The Acts referred to in paragraph (a) 

are as follows: 
(1) The Act of July 10, 1930 (46 Stat. 

1020; 16 U.S.C. 577a, 577b) , herein referred 
to as the "Ship.stead-Nolan Act". 

(2) The Act of June 22, 1948 (62 Stat. 568, 
as amended; 16 U.S.C. 577c-577b), herein re
ferred to as the "Thye-Blatnik Act". 

(c) The provisions of the Shipstead-Nolan 
Act are hereby ext ended and made applica
ble to all lands and waters not otherwise 
subject to such Act which are within the 
wilderness designated under this Act. 

(d) (1) The authorities contained in the 
Thye-Blatnik are hereby extended and made 
applicable to all lands and waters not other
wise subject to such Act which are within 
the wilderness designated under this Act. 

(2) In applying the second proviso of sec
tion 5 of such Thye-Blatnik Act to the areas 
to which such Act is extended and made ap
plicable under this subsection, the phrase 
"fiscal year 1980" shall be substituted for 
the phrase "the first full fiscal year after the 
approval of this Act" in such proviso. 

(3) There are authorized to be appropri
ated such sums as may be necessary to carry 
out the provisions of the Thye-Blatnik Act 
with respect to the lands and waters within 
the wilderness designated under this Act. 
Such sums may be used for the payment of 
court judgments in condemnation actions 
brought under the terms of the Thye-Blat
nik Act without regard to the date such 
condemnation actions were initially insti
tuted. Funds appropriated from the Land 
and Water Conservation Fund may be used 
for the acquisition of any lands and waters, 
or interests therein within such wilderness. 

EXISTING AffiSPACE RESERVATION 

SEc. 8. The provisions of Executive Order 
10092 as made applicable to the Boundary 
Waters Canoe Area established by the Wil
derness Act of 1964 shall be deemed incor
porated into this Act. 

MINING PROTE :::TION AREA ESTABLISHMENT 

SEC. 9. In order to protect existing natural 
values and high standards of environmental 
quality from the adverse impacts associated 
with mineral development, there is hereby 
established the Boundary Waters Canoe Area 
Mining Protection Area (hereinafter in this 
Act referred to as the "mining protection 
area"), comprising approximately two hun
dred and twenty-two thousand acres. 

MAP AND BOUNDARIES 

SEc. 10. The mining protection area shall 
comprise the area generally depicted as a 
mining protection area on the map entitled 
"Boundary Waters Canoe Area Wilderness 
and Boundary Waters Canoe Area Mining 
Protection Area" dated September 1978, 
which shall be on file and available 
for public inspection in the offices of the 
Supervisor of the Superior National Forest 
and of the Chief, United States Forest Serv
ice. As soon as practicable after this Act takes 
effect, the Secretary shall file a map and a 
legal description of the mining protection 
area with the Committee on Interior and In
sular Affairs of the House of Representatives 
and the Committee on Energy and Natural 
Resources of the United States Senate. Such 
map and description shall have the same 
force and effect as if included in this Act . 
Correction of clerical and typographical er
rors in such description may be made. 
MINING AND MINERAL LEASING IN THE WILDER-

NESS AND MINING PROTECTION AREA 

SEC. 11. (a) In addition to any other ap
plicable prohibition or withdrawal from en
try or appropriation under any provision of 
the Wilderness Act or under any other pro
vision of law, no permit, lease, or other au
thorization may be issued by any agency or 
authority of the United States for-

(1) exploration for, or mining of, minerals 
owned by the United States within the 

Boundary Waters Canoe Area Wilderness and 
Btmndary Waters Canoe Area Mining Protec
tion Area; or 

(2) exploration for, or mining of minerals 
within such areas if such activities may 
affect navigable waters; or 
· (3) the use of property owned by the 
United States in relation to any mining of or 
exploration for minerals in such areas which 
may materially impair the wilderness quali
ties of the wilderness area or which may 
materially impair the natural values and 
environmental quality of the mining protec
tion area. 
The prohibitions contained in this subsec
tion and any withdrawal from entry or ap
propriation for mining of or exploration for 
minerals applicable to the Boundary Waters 
Canoe Area Wilderness and Boundary Waters 
Canoe Area Mining Protection Area shall not 
apply to the extent specifically provided in 
legislation enacted by the United States after 
the date of enactment of this Act pursuant to 
a national emergency declared by the Presi
dent. 

(b) ( 1) Consistent with the prohibitions 
and other requirements in subsection (a) of 
this section, no permit, lease, or other author
ization shall be issued unless and until-

(A) the Secretary shall have approved a 
plan that details how mining will be con
ducted consistent with this Act and with 
other Federal, State, and local requirements, 
and that details how the area will be restored 
to its original condition or to a substantially 
equivalent condition, including the esti
mated cost thereof: 

(B) the applicant has posted a bond for 
performance payable to the United States in 
an amount determined by the Secretary to be 
sufficient to assure completion of the recla
mation plan if the work had to be performed 
by the United States; 

(C) the applicant shall have obtained all 
permits, licenses, certifications, and ap
provals required by Federal, State, or local 
law; and 

(D) the Secretary has determined that no 
permanent facility will be constructed nor 
alteration will occur that could render the 
area incapable of reverting to its original 
condition or to a substantially equivalent 
condition. 

(2) The provisions of paragraphs (2) and 
(3) of section 4(d) of the Wilderness Act 
(78 Stat. 890; 16 U.S.C. 1133(d) (2) and 16 
U.S.C. 1133(d) (3)) shall not apply to the 
area designated herein as the Boundary 
Waters Canoe Area Wilderness. 

(c) The Secretary is authorized to acquire 
any minerals or mineral rights within the 
wilderi::ess and mining protection area al
leged to be owned by persons other than the 
Federal or State governments in the follow
ing manner : 

( 1) The Secretary first may seek to ac
quire these minerals or mineral rights by 
donation. In seeking a donation, the Sec
retary shall inform the person alleging the 
ownership interest of the procedures and 
limitations to be followed in acquisition by 
purchase as set forth in paragraph (2) below. 

(2) If the person alleging the ownership 
interest doe:; not donate his minerals or min
eral rights to either the Federal or State 
governments, the Secretary is authorized to 
acquire the rights by purchase, within tho 
limits of funds appropriated for property ac
quisition in the Superior National Forest, 
and in an amount appropriately discounted 
for the following factors if existent in rela
tion to the particular mineral interest: 

(A) The original patenting from the Fed
eral public domain was fraudulent. The pat
enting of lands in the Boundary Waters 
Canoe Area Wilderness and Boundary Waters 
Canoe Area Mining Protection Area ls prima 
facie fraudulent if (1) the Act under which 
the patent was issued was one of the Acts 
intended to put settlers on the land, such as, 

but without limitation, the Cash Purchase 
Act of 1820 ( chapter LI, Act of April 24, 1820, 
3 U.S. Stat. 566,567, as amended); the Pre
emption Act of. 1830 ( chapter CCVIII, Act 
of May 29, 1830, 4 U.S. Stat. 420, 421, as 
amended); the Homestead Act of 1862 (chap
ter LXXV, Act of May 20, 1862, 12 U.S. Stat. 
392-394, as amended); and the Timber and 
Stone Act ( chapter 150, Act of June 3, 1878, 
20 U.S. Stat. 88, 89, as amended, particularly 
by chapter 375, Act of August 4, 1892, 27 U .S. 
Stat. 348); and (2) the land was patented 
after 1875 and before the establishment of 
the Superior National Forest by proclamation 
on February 13, 1909. The Secretary also 
shall consider any other evidence of fraud 
when determining the value of the minerals 
such as (1) the transfer by the entryma.n or 
patentee of whole or partial interests in the 
property during the patenting process or 
soon thereafter. (2) the appearance in the 
cha.in of title of persons known to have 
participated in land speculation as land 
brokers, entrymen, or in other capacities. 

(B) The date of separation of the mineral 
or mineral rights from the surface interest, 
if the separation occurred after 1927, the year 
when the courts have determined that the 
roadless policy was established by the Secre
tary for the area.. 

(C) Any other factor, such as restrictions 
on mining within the area imposed by State 
or local government, or by operation of 
treaty. 

( d) In the event any legal action or pro
ceeding is instituted by or against the United 
States in relation to minerals or mineral 
rights where the patenting is prima facie 
fraudulent as described in subsection (c) of 
this section, the Attorney General of the 
United States shall assert the public's equi
table right to constructive or public trusts, 
or to recover or offset damages including but 
not limited to those based on the value of 
land fraudulently acquired plus interest at 
6 per centum per annum. 

(e) Notwithstanding any requirement of 
this section, the Secretary shall have author
ity to acquire within the wilderness or min
ing protection area designated by this Act, 
existing mineral interests by donation, pur
chase, exchange, or through exercise of the 
power of eminent domain. 

(f) There is authorized to be appropriated 
to the Secretary such sums as may be re
quired to carry out the purposes of this sec
tion, to be available until expended. 

SEVERABILITY 

SEc. 12. If any provision of this Act is de
clared to be invalid, such declaration shall 
not affect the validity of any other provi
sion hereof. 

EXISTING STRUCTURES 

SEC. 13. Nothing in this Act or the Wilder
ness Act shall be construed to prohibit the 
maintenance of the Prairie Portage Dam (on 
the international boundary chain between 
Birch and Basswood Lakes), and the Secre
tary is authorized to perform such main
tenance work as may be required to keep 
that dam functional at its present height 
and width. The Secretary is authorized to 
maintain other existing water control struc
tures only where such structures are neces
sary to protect wilderness values or public 
safety. 

JURISDICTION OVER FISH AND WILDLIFE 

SEc. 14. Nothing in this Act shall be con
strued as affecting the jurisdiction or re
sponsibilities of the State with respect to fish 
and wildlife in the wilderness and the min. 
ing protection area. 

JURISDICTION OVER WATERS 

SEC. 15. The Secretary is authorized to 
promulgate and enforce regulations that 
limit or prohibit the use of motorized equip
ment on or relating to waters located within 
the wilderness in accordance with the provi-



34850 CONGRESSIONAL RECORD-SENATE October 9, 1978 

slons of this Act: Provided, That nothing in 
this Act shall be construed as affecting the 
jurisdiction or responsibilities of the State 
with respect to such waters except to the 
extent that the exercise of such Jurisdic
tion ls less stringent that the Secretary's 
regulations promulgated pursuant to this 
section: Provided further, That any regula
tions adopted pursuant to the Act shall be 
complementary to, and not in derogation of 
regulations issued by the United States Coast 
Guard. The Secretary is authorized to enter 
into cooperative agreements with the State 
of Minnesota with respect to enforcement of 
Federal and State regulations affecting the 
wilderness and the mining protection area. 

COOPERATION WITH STATE 

SEC. 16. (a) The Secretary shall cooperate 
with the State of Minnesota and any political 
subdivisions thereof in the administration of 
the mining protection area and in the ad
ministration and protection of lands within 
or adjacent to the mining protection area 
owned or controlled by the State or any polit
ical subdivision thereof. Nothing in this 
title shall deprive the State of Minnesota or 
any political subdivision thereof of its right 
to exercise civil and criminal jurisdiction 
within the wilderness and the mining pro
tection area and impose land use controls 
a:id environmental health standards on non
Federal areas within the wilderness and the 
mining protection area, or of its right to tax 
r·ersons, corporations, franchises, or other 
non-Fe:leral property, including mineral or 
other interests, in or on lands or waters 
within the wilderness and the mining pro
tection area. 

(b) The Secretary ls authorized to enter 
i:ito cooperative agreements with the State 
of Minnesota with respect to enforcement of 
Federal and State regulations affecting the 
wilderness and the mining protection and 
shall consult with the State of Minnesota 
in an effort to enhance the multiple-use 
benefits to be derived from both State and 
national forest lands. 

SEc. 17. Nothing in this Act shall affect 
the provisions of any treaty now applicable 
to lands and waters which are included in 
the mining protection area and the wilder
ness. 

EXPANSION OF RECREATION PROGRAMS 

SEc. 18. (a) The Secretary ls authorized 
and directed to expedite and intensify the 
program of dispersed outdoor recreation 
development on the Superior National Forest 
outside the Boundary Waters Canoe Area 
Wilderness, as designated by this Act. The 
Secretary shall consider in such new pro
gram developments the need !or the follow
ing: additional snowmobile trails, particu
larly those now planned or under construc
tion; remote campsites on lightly developed 
lakes; and lake access sites and parking 
facilities to provide motorized recreation ex
periences similar to those previously avail
able in the Boundary Waters Canoe Area. 

(b) The Secretary, consistent with the 
Wilderness Act of 1964 and with this Act, 
is authorized to construct a system of new 
hiking, backpacking, and cross-country ski 
trails within the Boundary Waters Canoe 
Area Wilderness as designated by this Act, 
and on appropriate adjacent Federal lands 
outside the wilderness. In constructing 
such a trial system, consideration should 
be given to locating portions of the system 
near existing resorts on the perimeter of the 
wilderness to provide additional outdOOO" 
recreation opportunities !or resort guests. 

(c) The Secretary ls authorized and di
rected to develop an educational program 
for the recreational users of the wilder
ness Which Will assist them to understand 
the purpose, value, and appropriate use of 
wilderness lands and the functioning of 
natural ecosystems in wilderness. 

(d) The Secretary in cooperation with the 
State of Minnesota and other appropriate 
groups, consistent with the purposes of this 
Act, is authorized and directed to develop 
a program providing opportunities for a wide 
range of outdoor experiences for disabled 
persons. 

(e) There are authorized to be appro
priated such sums as may be necessary for 
the Secretary to carry out the purposes of 
this section. 

SEC. 19. (a) The Secretary, in cooperation 
with other appropriate executive agencies, ls 
authorized and directed to develop a coopera
tive program of technical and financial as
sistance to resorts in commercial operation 
in 1975, 1976, and 1977; and outfitters in 
commercial operation in 1977 which are 
located wlthln the mining protection area 
or which are located on land adjacent to any 
of the lakes listed in section 5 of this Act. 
There are authorized to be appropriated such 
sums as may be necessary for the purposes 
of this subsection. 

(b) There are authorized to be appropri
ated to the Secretary funds to be made avail
able as grants to the Agricultural Extension 
Service, University of Minnesota, to provide 
over a three-year period educational and 
technical assistance to businesses and com
munl ties adjacent to the Boundary Wa..ters 
Canoe Area Wilderness in order to improve 
economic opportunities for tourism and rec
reation-related businesses in a manner which 
ls complementary to the management of the 
wilderness. 

MANAGEMENT STUDY 

SEC. 20. The Secretary, acting through the 
Chief, United States Forest Service, shall, not 
later than October 1, 1981, submit to the 
Committee on Interior and Insular Affairs 
of the House of Representatives and the 
Committee on Energy and Natural Resources 
of the Senate, a comprehensive management 
plan setting forth the specific management 
procedures to implement the objectives of 
this Act. An interim report setting forth 
public involvement procedures, management 
alternatives, and a timetable for the remain
ing study actions, shall be submitted within 
one year from the date of enactment of this 
Act. 

LIMITATION OF AUTHORIZATIONS 

SEC. 21. All authorizations for any funds to 
be approprla ted under the terms of this Act 
shall not be effective until October 1, 1979. 
Notwithstanding any other provision of this 
Act, authority to enter into agreements, or 
to make payments under this Act shall be 
effective only to the extent or in such 
amounts as are provided in advance in ap
propriation Acts. 

The amendment was agreed to. 
The amendment was ordered to be en

grossed and the bill to be read a third 
time. 

The bill was read the third time, and 
passed. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent to have printed 
in the RECORD an excerpt from the re
port (No. 95-1274), explaining the pur
poses of the measure. 

There being no objection, the excerpt 
was ordered to be printed in the RECORD, 
as follows: 

PURPOSE 

The purpose of H.R. 12250, as reported by 
the Committee on Energy and Natural Re
sources, is to establish the Boundary Waters 
Canoe Area Wilderness, consisting of some 
1,075,500 acres in the State of Minnesota. A 
Mining Protection Area of some 222 ,000 acres 
is also established to link the three units of 
the wilderness together. The continuation of 
motorized watercraft use, under the control 

of the Secretary of Agriculture, is authorized 
in portions of the wilderness. Funds are au
thorized for the intensive management of 
the Superior National Forest in northern 
Minnesota. Various provisions are made for 
the administration and protection of the 
Boundary Waters Area. 

BACKGROUND 

The presently designated Boundary Waters 
Canoe Area runs for 110 miles along the 
Minnesota-Canada border. At 1,030,000 acres, 
it is the largest unit of the National Wilder
ness Preservation System east of the Rock 
Mountains. It is the nation's only lakeland 
canoe wilderness-a network of more than 
1,000 lakes linked by hundreds of miles of 
streams and short portages which served as 
the highway of fur traders who followed 
water routes pioneered by Sioux and Chip
pewa Indians. It is the most heavily visited 
unit of the entire wilderness system, draw
ing people from throughout the country. 

Despite extensive logging, the BWCA still 
contains 540,000 acres of virgin forests, by 
far the largest such area in the eastern 
United States. It is the home of a remark
able variety of wildlife, including moose, 
deer, beaver, snowshoe hare, porcupine, east
ern timber wolf, pine marten, fisher, lynx, 
and bald eagle. The area is a valuable edu
cational and scientific resource; it has been 
the focal point of research in wildlife be
havior, forest ecology, nutrient cycles, lake 
systems, and vegetation history. 

For almost three-q,uarters of a century, 
battles have been fought to protect the wil
derness qualities of this environment. The 
history of Federal involvement began with 
the setting aside of approximately 1 m1111on 
acres of land as a Federal "forest reser
vation" in 1902, 1905, and 1908. Several sub
sequent actions stand out: 

First, in 1909 Teddy Roosevelt established 
by proclamation the Superio,r Na,tio,nal Fo~
est; second, in 1930 Congress passed the 
Shipstead-Newton-Nolan Act which pro
hibits logging within 400 feet of lakeshores 
and forbids dam building; third, in 1948 Con
gress passed the Thye-Blatnlk Act which 
created the authority for the Forest Service 
to remove private inholdings scattered 
throughout the BWCA. Congress has appro
priated $9 million for the implementation of 
this Act. 

Fourth, in 1949, President Truman estab
lished a 4,000 foot airspace reservation over 
the area to prevent floatplanes from landing 
on wilderness lakes; fifth, in 1964 Congress 
passed the Wilderness Act including the 
BWCA in the new Wilderness Preservation 
System. The Act contained a paragraph that 
has permitted logging and motorboatlng to 
continue in the BWCA; paragraph 4(d) (5) 
says: 

Other provision:, of this Act to the con
trary notwithstanding, the management of 
the Boundary Waters Canoe Area shall be in 
accordance with the general purpose of main
taining, without unnecessary restrictions of 
other uses, including that of timber the 
primitive character of the area, particularly 
in the vicinity of lakes, streams, and port
ages; Provided, That nothing. in this Act 
shall preclude the continuance within the 
area of any already established use of motor
boats. 

Sixth, in 1965, Secretary of Agriculture 
Freeman promulgated a management plan for 
the BWCA. The Secretary designated 19 
routes, including well over 100 lakes, and 
covering 60 percent of the area's water sur
face for motorboat and snowmobile use. He 
also divided the BWCA into a 600,000 acre 
Interior Zone closed to logging and a 400,000 
acre Portal Zone open to log;gin~. 

In recent years, numerous legal and ad
ministrative battles have been waged re
garding what use and activities should be al
lowed in the BWCA. This interest has inten-
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sifted in recent years with the introduction 
of several major bills in both the House and 
Senate. 

LEGISLATIVE HISTORY 
Legislation to give the Boundary Waters 

Canoe Area complete wilderness protection 
was first introduced in the 94th Congress. 
The legislation was designed to end the con
troversy and court suits that had surrounded · 
this area and to provide for the protection of 
this wilderness. 

The Subcommittee on National Parks a.nd 
Insular Affairs of the U.S. House of Repre
sentatives held 5 days of hearings on this is
sue. On July 7 and 8, 1977, hearings were 
held in St. Paul and Ely, Minnesota, and in 
August and September 1977, further hearings 
were held in Washington, D.C. 

The Subcommittee reported H.R. 2820 and 
H.R. 5968 as amended on March 14, 1978, 
and following full Committee mark-up, H.R. 
12250 was introduced as a clean bill. H.R. 
12250 was reported With amendments from 
the full Committee on Interior and Insular 
Affairs on April 26, 1978. 

The House companion bill, H.R. 12250, 
passed the House on June 5, 1978, by a vote 
of 324-29. S. 3242 was introduced by Senators 
Anderson and Humphrey on June 23, 1978. 

The Senate Subcommittee on Parks and 
Recreation conducted a. field inspection of 
the BWCA in July 1978. Hearings in Wash
ington, D.C. were held by the Parks Sub
committee on August 17, 1978. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that Mr. AN
DERSON be permitted to have printed in 
the RECORD a statement in support of 
1::.R. 12250. together with attachments. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

STATEMENT BY SENATOR ANDERSON 
BOUNDARY WATERS CANOE AREA 

I strongly support H.R. 12250 as amended 
by the Senate Energy and Natural Resources 
Committee. A similar measure passed the 
House of Representatives on June 5, 1978 by 
a vote of 324-29. This measure before the 
Senate today differs from the House passed 
bill on one significant section, the manage
ment provisions over future motorized use 
in the Boundary Waters C9.noe Area Wilder
ness. 

The BWCA has been given protection by 
the Federal government as early as 1930. In 
1964, when Congress enacted the Wilderness 
Act. the Boundary Waters was distinguished 
as the only area designated immediately as 
wilderness by its specific inclusion in the 
Act. This provision, however, also contained 
two important exceptions allowing for the 
continuation of logging and motorboat use 
.:.n this unique area. These exceptions have 
given rise to yea.rs of controversy and lengthy 
court battles. 

In 1975, legislation was introduced in the 
House of Representatives as at attempt to 
settle once and for all, the management plan 
for this unique area. Two measures were con
sidered by the House of Representatives in 
this Congress. One t:> give full wilderness pro
tection to the entire 1,030,000 acres which 
make up the present BWCA and one to di
vide the area into a National Recreation Area 
of 400,000 acres and a Wilderness Area of 
600,000 acres. 

The bill passed by the House attempted to 
give wilderness protection to this unique 
area while still providing for continuation of 
limited motorized use. This area is a prized 
area for sports enthusia~ts and fishermen of 
all kinds. Many small resorts have flourished 
surrounding these beautiful lakes. In order 
to protect these businesses and to continue 
to allow sport fishermen to fish these prize 
trout and walleye lakes. I lhave worked to 

a.mend the House version of this bill to pro
vide motorized use on a greater number of 
lakes. In almost every case lakes necessary for 
a resort to maintain its business have been 
kept open for the u : e of small motors. In the 
event that a resort owner finds that the new 
management plan precludes him from main
taining his business, the bill allows the re
sort owner to sell his property to the Federal 
government. Clearly, no acquisitions can take 
place under this bill ·without an appropria
tion from Congress. 

After the Senate Energy and Na~ural Re
sources Committee conducted a two day in
vestigative tour of the area, the Chairman of 
the Parks and Recreation Subcommittee, 
Senator Abourezk, asked the two concerned 
citizen groups involved in the dispute over 
the BWCA to sit down and try to mediate 
their differences. After three long and diffi
cult days, Ron Walls, representing the 
Boundary Waters Ccnservation Alliance and 
Charles Dayton, representing the Friends of 
the Boundary Waters Wilderness drafted a 
management plan. It is a proposal which 
attempts to provide a balance between the 
competing intere~ts, motorized and non
motorized, in the area. While no plan is per
fect, this is a sincere effort to protect local 
business and protect the unique, scenic lake
land quality of the area which makes the 
BWCA an ideal canoe area. 

It is this compromise plan which has been 
included in the bill before the Senate. It is 
not entirely acceptable to those favoring 
substantial restrictions on the present use 
of the area or those favoring the continua
tion of the long-accepted uses of the area. 
But I believe the provisions in this bill are as 
reasonable and sensible a solution to the fu
ture management of the BWCA as is possible, 
given the competing positions cf those in
terested in this legislation and the neces
sity, in my judgment, of resolving this issue 
now. 

Since the Committee report more than ade
quately describes the provisions of H.R. 12250, 
as amended, and the legislative history of this 
legislation, I will not deal with those issues 
in this statement. 

I do expect that the Secretary of Agricul
ture will fully utilize all the authority pro
vided under this Act. Snowmobile use on the 
three designated routes will be allowed for 
five years. Winter snowmobile access routes 
into Canada should remain open indefinitely. 
Grooming of cross-country ski trails by spe
cial permit should be allowed. The Secretary 
is expected to develop a cooperative program 
of technical and financial assistance in con
junction with the Economic Development 
Administration, the Small Business Admin
istration and other executive agencies, to 
assist local business in adjusting to the new 
management plan for the area. In addition, 
the Secretary should give serious considera
tion to issuing special permits to allow for 
the storage of canoes by resorts which pres
ently store boats along Wood Lake and the 
North Kawiskiwi River. 

This legislation will hopefully end the con
tinuing dispute over the management of the 
BWCA. Senator Humphrey and I recognize 
that many people are not completely sup
portive of all of the provisions of this bill 
but I believe the economic health of North
eastern Minnesota will be enhanced by enact
ing H.R. 12250 now. 

FRIENDS OF THE 
BOUNDARY WATERS Wn.DERNESS, 

September 26, 1978. 
Hon. WENDELL ANDERSON 
Russell Senate Office Building, 
Washington, D .C. 

DEAR SENATOR ANDERSON: The Friends of 
the Boundary Waters Wilderness is pleased to 

· learn that you a.re moving forward with a 
blll that will implement the substance of the 
so-called Dayton-Walls compromise on the 
BWCA. As I understand it, the proposed bill 
largely follows the House Bill's language on 
other issues, but wlll incorporate the list of 
lakes and the motorboat-snowmobile regula
tions worked out in negotiations between the 
Friends of the Boundary Waters Wilderness 
and the Boundary Waters Conservation Alli
ance in Washington last July. 

As you know the FRIENDS Coalition has 
worked for legislation that would increase 
the areas dedicated to non-mechanized rec
reation more than will your bill, and that 
also included several other measures not im
plemented by this proposal. But we recognize 
the intensity of citizen concerns in north
eastern Minnesota, and support your effort 
to strike a balance that everyone can live 
with under these most difficult present cir
cumstances. Your proposal would end the 
threats of logging and mining within the 
wilderness, and those are major goals on 
which there is already a consensus. 

Given these facts, the FRIENDS Coalition 
supports your proposed legislation, and I offer 
my personal help in moving the bill quickly 
in the Senate. Your commitment to pass the 
compromise bill this year is a courageous 
move that will help put the divisive BWCA 
issue to rest in our home state. But the 
Boundary Waters Wilderness is also a pre
cious national resource that we Minnesotans 
are fortunate to share with our neiE!'hbors 
near and far. And we have a responsibility 
to pass it on unspoiled to future generations 
of Americans. If you can achieve passage of 
this legislation, I firmly believe we will have 
taken a long step toward that goal. 

Sincerely, 
MmoN L. HEINSELMAN, 

Chairman. 

SEPTEMBElt 26, 1978. 
Hon. WENDELL ANDERSON, 
Russell Senate Office Building, 
Washington, D .C . 

DEAR SENATOR ANDERSON: We understand 
that you are about to introduce and work 
for passage of legislation on the Boundary 
Waters Canoe Area which embraces in nearly 
every detail what has come to be known as 
the "Dayton-Walls Compromise." 

As you know, the Dayton-Walls Compro
mise does not in our opinion represent the 
optimum solution for future management 
of the famous Boundary Waters C(?Untry, 
and for that reason, we have supported other 
legislation in the past. However, representa
tives of the Minnesota conservation com
munity did participate in the drafting of 
the compromise, and we now believe that it 
represents the best avai'able legislative 
option under the present circumstances. 

Therefore, we are pleased to advise you of 
our support for the compromise legislation 
you wm introduce and work for in the Sen
ate. We want to thank you for your long 
efforts to secure adequate protection for the 
Boundary Waters Canoe Area, and stand by 
to assist you in any way possible to accom
plish this goal. 

Sincerely, 
CATHERINE SMII'H, 

Friends of the Earth . 
MICHAEL D . ZATAGA, 

National Audubon Society. 
PAT GOGGIN, 

National Wildlife Federation. 
CELIA HUNTER, 

The Wilderness Society. 
JACK LoRENZ, 

Izaak Walton League. 
DESTRY JARVIS, 

National Parks & Conservation Assn. 
BROCK EVANS, 

Sierra Club. 
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O PRESENT LAW 

124 to 1060 lakes or 60 percent of water 
surface area open to motorboats. 

Some motorboat lakes have horsepower lim
itations. 

BWCA COMPARISON 

HOUSE BILL 
Issue: Motorboat use 

11 of 124 lakes remain open permanently or 
5 percent of water surface area; 11 lakes 
represent 25 percent of present motorboat 
use. 

5 addltional lake3 open to motorboats until 
2010. 

16 lakes represent 17 percent of water surface 
area and 41 percent of present motorboat 
use. 

Any international border lake closed on the 
Canadian side, would be automatically 
closed on the U.S. side. 

Secretary has discretion to close any lake 
for reason of public safety, wildlife man
agement or to alleviate resource damage. 

All motorboat lakes have 10 or 25 horsepower 
limitations. 

Motorboat use limitation effective Jan. 1, 
1979. 

None of 5 largest lakes (Lac La Croix, Bass
wood, Trout, Saganaga & Seagull) open to 
motorboats on a permanent basis. 

Issue: Lakes partially in BWCA 

SENATE BILL 

23 of 124 lakes remain open permanently or 
24 percent of water surface area; 23 lakes 
represent 52 percent of present motorboat 
use. 

7 additional lakes open to motorboats until 
2000. 

30 lakes represent 33 percent of water sur
face area and 64 percent of present motor
boat use. 

No comparable provision. 

No comparable provision. 

All motorboat lakes have 10 or 25 horsepower 
limitations. 

Same. 

Basswood (90 percent of water surface area) 
Trout & Saga.naga. open to motorboats per
manently. 

20 year use on % of Sea.gull, remainder of 
la.kc open permanently. 

Permanent access to Canadian side of Lac 
La Croix; part of Lac La Croix open on 
U.S. side. ~ . 

No horsepower restrictions on portion out- Horsepower limit extended to entire lake. No horsepower restriction on portion outside 
side of BWCA. of BWCA. 

Allowed. 

Allowed. 

Permits are required for anyone crossing 
federal land. No limit on the number of 
permit::; issued. 

Allowed. 

Prior to 1976 permitted on 21 routes; banned 
since 1976 by USDA. 

No special provision. 

No special authority for the purchase of 
property outside wilderness boundaries. 

1,030,000 acres. 

An acceptable practice under the terms of the 
1964 Wilderness Act. 

Issue: Towboats 

Prohibited. 

Issue: Overnight motorboat camping 
Prohibited. 

Issue: Day use entry quotas 
Day use entry quotas to be established on a 

rolling basis according to the average use 
for the 3 preceding years. 

In addition, the Secretary could establish 
further restrictions on motorboat use 
based on noise emission levels, ratio of 
motor horsepower to watercraft weight 
and ratio of horsepower to watercraft 
length. 

Mechanized portages 
Prohibited. 

Issue: Snowmobiles 
Two access corridors to Canada-Crane Lake 

to Little Vermillion Lake & Seagull River 
along the eastern portion of Saganaga Lake 
to Canada. 

Issue: Resorts 
Until 1983 resorts on 13 lakes listed in Sec. 5 

can require purchase by the federal 
government. 

Issue: Purchase of private property 
Fed government has "right of first refusal" 

on sale of all private property on lakes 
listed in Sec. 5. 

Government must act within 100 days of 
offer. 

Issue: Size of BWCA 
1,077,000 acres; addition of 47,000 acres. 

Issue: Timber harvesting 
All timber contracts in BWCA terminated 
within 1 year of enactment. 

Permitted for 5 years on Moose Lake, New
found, Sucker and Saganaga. 

Allowed. 

Day use entry quotas to be established based 
on motorboat use during calendar years 
1976, 1977 and 1978. 

Private property owners and guests and re
sort owners and guests exempted from the 
quota for lakes upon which the resort or 
private property is located. 

Permitted for 5 years; if no feasible non
mechanized method of portaging is devel
oped, mechanized portages will continue 
indefinitely. 

Secretary may allow for: 
Two access corridors ( same as House bill) . 
3 routes for 5 years: 

1. Vermillion Lake to Trout Lake. 
2. Moose Lake to Saga.nag-a Lake. 
3. East Bearskin to Pine Lake. 

Special use permits for grooming snowmobile 
trails. 

Until 1985 any resort on 15 lakes listed in Sec. 
5 can require purchase by the federal 
government. 

"Right of first refusal" limited to property on 
15 lakes and only if a resort is purchased 
by the federal government before 1985 on 
that lake. 

Same. 

1,075,500 acres; addition of 45,500 acres. 

Same. 
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6 valid timber contracts exist for logging of 

2,683 acres in the BWCA. 

Does not exist. 

Federal law does not clearly prohibit mining 
in the BWCA. 

Several small dams exist within the BWCA 
which have served for many years to con
trol the water level in many lakes. 

State of Minnesota has jurisdiction over sur
face water use. 

No special provisions. 

None. 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate insist on its 
amendments to H.R. 12250, that a con
ference be requested with the House, and 
that the Chair be authorized to appoint 
conferees on the part of the Senate. 

The motion was agreed to, and the 
Presiding Officer appointed Mr. JACKSON, 
Mr. ABOUREZK, Mr. METZENBAUM, Mr. 
CHURCH, Mr. JOHNSTON, Mr. BUMPERS, Mr. 
ANDERSON, Mr. MATSUNAGA, Mr. HANSEN, 
Mr. HATFIELD (Oregon)' Mr. McCLURE 
and Mr. WEICKER conferees on the part 
of the Senate. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Sec
retary of the Senate be authorized to 
make technical and clerical corrections 
in the engrossment of the Senate amend
ments to H.R. 12250. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

DISTRIBUTION OF PUBLICATIONS 
TO FOREIGN GOVERNMENTS 

The bill (S. 3578) to transfer to the 
Superintendent of Documents the func-

CXXIV--2191-Part 26 

Substitute timber can be made available to 
affected contractors or just compensation 
paid. 

Authorizes a 5 year $55 million intensified 
forest management program for the Supe
rior National Forest and with the State of 
Minnesota on state and county land. 

Issue: Mining protection area 
Establishes a 220,000 acre area bordering the 

BWCA where mining or mining explora
tion is prohibited for any minerals in fed
eral ownership. 

Issue: Mining 
Mining or mining exploration is prohibited 

for any minerals in federal ownership in 
the BWCA. 

U.SDA must acquire private mineral rights by 
donation or purchase in the wilderness and 
Mining Protection Area. 

Issue: Existing structures 
Except for Prarie Portage Dam, all water con

trol structures would have to be removed. 

Issue: Jurisdiction over waters 
No provision to affect the jurisdiction of the 

State of Minnesota over the waters of the 
BWCA. 

Federal government will enforce regulations 
on the use of motorboats on the waters in 
the BWCA. 

Issue: Recreational programs 
USDA authorized to expand recreational pro

grams outside the BWCA for new snow
mobile routes and remote campsites. 

Within the BWCA new hiking trails are to be 
constructed near existing resorts . 

Issue : Economic assistance programs 

Same. 

Authorizes a 10 year $110 million program for 
intensified forest management and wood 
utilization. Funds will be available . to the 
Forest Service and the State of Minnesota 
for use on state, county and private lands. 
Same. 

Same. 

USDA may acquire private mineral rights by 
donation or purchase in wilderness and 
Mining Protection Area. 

In addition to Prairie Portage Dam, USDA 
authorized to maintain any existing water 
control structure for the purposes of pro
tecting wilderness values or public safety. 

Same. 

Same. 

Within the BWCA, new hiking and cross
country ski trails are to be constructed 
near existing resorts . 

Secretary of Agriculture in conjunction with Same. 
SBA, EDA, Dept. of Labor and others is to 
develop a program of technical and finan
cial assistance to local businesses to assist 
in the adjustment to the new management 
plan. 

Grants are authorized to the Ag. Extension Same. 
Service at the University of Minnesota for 
educational & technical assistance to local 
businesses to improve opportunities for 
-recreational related businesses. 

tion of distributing Government publica
tions to certain foreign governments, 
was considered, ordered to be engrossed 
for a third reading, read the third time. 
and passed, as follows: 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That section 
1719 of title 44, United States Code, is 
amended by striking out "Smithsonian In
stitution" and inserting in lieu thereof "Su
perintendent of Documents". 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
the bill was passed. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT C. BYJ?.D. Mr. President, 
I ask unanimous consent to have printed 
in the RECORD an excerpt from the re
port (No. 95-1295), explaining the pur
poses of the measure. 

There being no objection, the excerpt 
was ordered to be printed in the RECORD, 
as follows: 

PURPOSE OF THE BILL 

The bill would amend section 1719 of title 
44, United States Code, to provide that the 
function of distributing Government publi
cations to certain foreign governments be 
transferred from the Smithsonian Institution 
to the Superintendent of Documents. 

Section 1719 of title 44 provides: 

"For the purpose of more fully carrying 
into effect the convention concluded at Brus
sels on March 15, 1886, and proclaimed by 
the President of the United States on Janu
ary 15, 1889, there shall be supplied to the 
Library of Congress not to exceed one hun
dred and twenty-five copies each of all Gov
ernment publications, including the daily 
and bound copies of the Congressional Rec
ord, for distribution, through the Smithso
nian Institution, to foreign governments 
which agree to send to the United States 
similar publications of their governments for 
delivery to the Library of Congress." 

EXPLANATION FOR THE PROPOSAL 

An explanation for the proposal is ex
pressed in an excerpt from a letter by the 
Librarian of Congress, which excerpt is as 
follows: 

"The preparation and dispatch of these 
exchange publications has for many years 
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been assigned within the Smithsonian In
stitution to the International Exchange 
Service, the duties of which also include the 
transmittal of exchange materials from a 
large number of institutions in the United 
States . to their exchange partners overseas, 
as well as the receipt and transshipment of 
materials from these overseas sources to their 
American counterparts. In the late 1800's 
Congress originally requested the Smithso
nian Institution to handle shipments of offi
cial documents sent on international ex
change because the Smitlhsonian had taken 
the lead in the international exchange of 
scientific publications and thus established 
favorable working relationships with ship
ping companies in many areas. The arrange
ment worked well for over 80 years. 

"It has become evident to both the Library 
of Congress and the Smithsonian Institution 
that this arrangement is no longer satisfac
tory. At the same time, the advances achieved 
by the Government Printing Office in the 
efficient distribution of documents have made 
the U.S. depository library program the most 
efficient operation of its kind in this coun
try. The Superintendent of Documents has 
indicated that his agency could, with little 
additional effort, undertake the shipment of 
official publications for international ex
change. He believes that his agency is the 
logical choice to perform this service for the 
Library because of its unique and centralized 
facilities. The Smithsonian Institution could 
not comparably modernize the fac111ties of 
the International Exchange Service without 
a great increase in its operating budget for 
personnel and equipment. Since the Superin
tendent of Documents is wi111ng to undertake 
the responsib111ty for distribution of these 
documents and the Smithsonian rnstitution 
has no other direct interest in the Library's 
document exchanges, there seems no good 
reason why the rnternational Exchange Serv
ice should continue to send documents on 
behalf of the Library when the Superintend
ent of Documents could do this work so much 
more efficiently and without extensive mod
ifl::ation of work routines and fac111ties." 

COST ESTIMATE 

Pursuant to section 403 of the Congres
sional Budget Act of 1974, the Congressional 
Budget Office reviewed the bill and concluded 
that "it appears that no additional cost to 
the Government would be incurred as a result 
of enactment of this bill." 

PRAYERS OF THE SENATE CHAPLAIN. 
The concurrent resolution (S. Con. 

Res. 108) authorizing the printing of the 
prayers of the Chaplain of the Senate 
during the 95th Congress as a Senate 
document, was considered and agreed to, 
as follows: 

Resolved by the Senate (the House of Rep
resentatives concurring), That there be 
printed with an appropriate illustration as a 
Senate document, the prayers by the Rever
end Edward L. R. Elson, S.T.D., the Chaplain 
of the Senate, at the opening of the daily ses
sions of the Senate during the Ninety-fifth 
Congress, together with any other prayers of
fere..: by him during that period in his official 
capacity as Chaplain of the Senate; and that 
there be printed and bound two thousand 
additional copies of such document, of which 
one thousand and thirty shall be for the use 
of the Senate and nine hundred and seventy 
shall be for the use of the Joint Committee 
on Printing. 

SEC. 2. The copy for the document author
ized in section 1 shall be prepared under the 
direction of the Joint Committee on Printing. 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
the concurrent resolution was passed. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion -to lay on the table was 
agreed to. 

HIGHWAY NEEDS TO SOLVE 
ENERGY PROBLEMS 

The resolution (S. Res. 559) author
izing the printing of the report entitled 
"Highway Needs To Solve Energy Prob
lems" as a Senate document, was con
sidered and agreed to, as follows: 

Resolved, That the report of the Secretary 
of Transportation to the Congress of the 
United States (in compliance with section 153 
of the Federal-Aid Highway Act of 1976, 
Public Law 94-280) entitled, "Highway Needs 
To Solve Energy Problems" be printed with 
illustrations as a Senate document. 

SEc. 2. There shall be printed one thousand 
additional copies of such document for the 
use of the Committee on Environment and 
Public Works. 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
the resolution was passed. 

Mr. STEVENS. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

TOIYABE NATIONAL FOREST, NEV·. 

The Senate proceeded to consider the 
bill (S. 2774) to extend the boundaries 
of the Toiyabe National Forest in Ne
vada, and for other purposes, which had 
been reported from the Committee on 
Energy and Natural Resources with 
amendments as follows: 

On page 2, beginning in line 5, strike out 
all of section 2 and insert in lieu thereof the 
following : 

SEC. 2. This Act shall be applicable to the 
following lands: 

(a) a tract of land, referred to as the 
"Whitten property," situated in section 10, 
lot 2, township 13 north, range 18 east, 
Mount Diablo Meridian, Nevada, containing 
34.4 acres more or less. 

On page 3, line 18, strike "6" and insert "7". 

The amendments were agreed to. 
The bill was ordered to be engrossed 

for a third reading, read a third time and 
passed, as follows: 

s. 2774 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That to aid 
in the protection and management of the 
various resources of the lands, including the 
protection, improvement, and maintenance 
of the watershed, wildlife, recreation, and 
natural environment values thereof, situated 
in the Lake Tahoe Basin, and to promote the 
management and protection of such lands 
under principles of multiple use and sus
tained yield, the boundaries of the Toiyabe 
National 'Forest are hereby extended to in
clude the area described in section 2 hereof. 
Subject to any valid claims now existing and 
hereafter maintained, any lands of the 
United States within such area are hereby 
added to such National Forest and shall be 

subject to laws and regulations applicable to 
the National Forests. 

SEC. 2. This Act shall be applicable to the 
following lands: 

(a) a tract of land referred to as the 
"Whitten property", situated in section 10, 
lot 2, township 13 north, range 18 east, 
Mount Diablo, Meridian, Nevada, containing 
34.4 acres more or less. 

SEc. 3. Funds appropriated and available 
for acquisition of lands, water, and interests 
therein, in the National Forest System pur
suant to section 7 of tlhe Act of September 
3, 1964 (78 Stat. 903), shall be available for 
the acquisition of any lands, waters, and 
interests therein, within the area described 
in section 2 of this Act. In addition, the Act 
of August 5, 1970 (Public Law 91-372) is 
hereby amended to remove the limitation 
on expenditures of $12,500,000 as it applies 
to the area described in the Act of August 5, 
1970 (84 Stat. 694). 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent to have printed 
in the RECORD an excerpt from the report 
(No. 95-1298), explaining the purposes 
of the measure. 

There being no objection, the excerpt 
was ordered to be printed in the RECORD, 
as follows: 

I. PURPOSE 

As recommended by the committee, the 
purpose of S. 2774 is to provide legislative 
authority to add one. site, referred to as the 
Whittell · E.."ltate, to the Toiyabe National 
Forest in Nevada. . 

II . BACKGROUND AND NEED 

The entire Whitten Estate consists of over 
400 acres and all but 35 acres a.re within the 
Toiya,be National Forest. The administration 
recommends extending the boundary to in
clude the remaining 35 acres wtthin the f1orest 
boundary. 

Lake Tahoe is one of the largest and old.est 
pure alpine -lakes in the world. It covers 193 
square miles of land in Nevada and California 
to a maximum depth of 1,645 f-eet. Unfortu
nately, the beauty of the lake and surround
ing area are endwngered by increased. sewage 
due to development, and autiomobile conges
tion has significantly increased air polluition. 

In 1969 a bi-State commission was estab
lished to regulate growth in the area., but 
changes in the commission are necessary in 
order for it to function adeouately. Officials 
for California, Nevada, and the Federal Gov
ernment have been negotiating such changes, 
and an agreement is imminent. It is expected 
to be approved by the California. and Nevada 
State legislature and by the Congress early 
next year. 

Section 4 of S. 2774 amends an August 5, 
1970 act, which extended the Toiyabe Na
tional Forest btmndary, by removing the ap
propriations ceiling. This provision is sup
ported by the administration, and with the 
removal of this limitation, acquisition priori
ties could be considered along with other 
areas which a.re funded through the Land 
and Water Conservation Fund Act. 

The committee amended S. 2774 by reduc
ing the acreage from 5,649.38 to approxi
mately 34.4 acres. With the amendment, the 
boundary includes only one specific site, and 
alleviates the concern of the administration 
that the bill potentially could result in un
warranted appropriations at a future time. 

HEALTH MAINTENANCE ORGANIZA
TION AMENDMENTS OF 1978 

Mr. ROBERT C. BYRD. Mr. President, 
I ask that the Chair lay before the Sen-
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ate a message from the House of Repre
sentatives on S. 2534. 

The PRESIDING OFFICER laid be
fore the Senate the following message 
from the House of Representatives: 

Resolved, That the bill from the Senate 
(S. 2534) entitled "An Act to revise and ex
tend the provisions of title XIII of the Pub
lic Health Service Act relating to health 
maintenance organizations", do pass with 
the following amendments: 

Strike out all after the enacting clause, 
and insert: 

SHORT TITLE, REFERENCE TO ACT 
SECTION 1. (a) This Act may be cited as 

the "Health Maintenance Organization 
Amendments of 1978". 

( b) Whenever In this Act ( other than in 
section 13) an amendment or repeal is ex
pressed in terxns of an amendment to, or 
repeal of, a section or other provision, the 
reference shall be considered to be made 
to a section or other provision of the Public 
Health Service Act. -

EXTENSION OF PROGRAM 
SEc. 2. (a) Section 1304(j) is amended (1) 

by striking out "may be made through Sep
tember 30, 1978;", and (2) by striking out 
"1979" and inserting in lieu thereof "1981 ". 

(b) Section 1305(d) is amended by strik
ing out "1980" and inserting in lieu there
of "1981". 

(c) Section 1309(a) is amended (1) by 
striking out "and" after "1977" and (2) 
by striking out the semicolon and all that 
follows in that section and inserting in lieu 
thereof the following: "$63 ,000,000 for the 
fiscal year ending September 30, 1980, and 
$63,000,000 for the fiscal year ending Sep
tember 30, 1981.". 

REQUIREMENTS FOR THE PROVISION OF 
SERVICES 

SEc. 3. (a) Section 130l{b) (1) is amend
ed by adding at the end the following: "The 
requirements of this paragraph respecting 
the basic health services payment shall not 
apply to the provision of basic health serv
ices to a member for an illness or injury for 
which the member is entitled to benefits un
der a workmen's compensation law or an 
insurance policy but only to the extent such 
benefits apply to such services. For the pro
vision of such services for an illness or in
jury for which fl member is entitled to bene
fits under such a law, the health mainte
nance organization may, if · authorized by 
such law, charge or authorize the provider 
of sue!! services to charge, in accordance 
with the charges allowed under such 
law, the insurance carrier, employer, or 
other entity which under such law is to 
pay for the provision of such services or, 
to the extent that such member has been 
paid under such law for such services, such 
member. For the provision of such services 
for an illness or injury for which a mem
ber is entitled to benefits under an insur
ance policy, a health maintenance organi
zation may charge or authorize the provider 
of such services to charge the insurance car
rier under such policy or, to the extent that 
such member has been paid under such 
policy for such services, such member.". 

(b) (1) The second sentence of section 
1301 (b) (3) is amended by striking out 
"thirty-six month" and inserting in lieu 
thereof "forty-eight month". 

(2) Section 1301 (b) (3) is amended by 
striking out the fourth sentence and insert
ing in lieu thereof the following: "A health 
maintenance organization may not enter 
into contracts with physicians (other than 
physicians wlio are members of the staff or
ganization) or with entities other than med-

!cal groups or individual practice associa
tions for services of physicians if the 
amounts to be paid under such contracts for 
the provision of basic and supplemental 
health services-

" ( A) in the first four fiscal years of the 
organization beginning after the month in 
which the organization becomes a qualified 
health maintenance organization (within 
the meaning of section 1310(d)) exceed 60 
per centum of the total amount to be paid 
by the organization in such fiscal year for 
the provision of basic and supplemental 
health services by physicians, and 

"(B) in the fifth and succeeding fiscal 
years of the organization beginning after 
such month exceed (1) 15 per centum of the 
tota: amount to be paid by the organization 
i:1 s11ch fiscal year for the provision of such 
services by physicians, or (11) in the case of 
a health maintenance organization which 
principally serves a rural area, 30 per centum 
of such total amount. 
The 11m1tat1ons prescribed by the preceding 
sentence do not apply to contracts for the 
provision of basic and supplemental health 
services through an entity which but for the 
requirements of section 1302(4) (C) (1) would 
be a medical group for !Purposes of this 
title.". 

(3) The first sentence of section 1301 (b) 
(3) is amended by striking out "(A)" and 
"(B)". 

(c) The last sentence of section 1301(b) 
(4) is a.mended by inserting before the pe
riod a comma and the following: "except 
that a member shall not be reimbursed for 
any service provided other than through the 
organization because the member intention
ally left the area served by the organization 
for the purpose of securing such service". 

(d) Section 1301(b) ls amended by add· 
Ing at the end the following new para
graoh: 

"(5) To the extent that a major disaster, 
war, riot, civil insurrec~ion, or any other 
event not reasonably within the control of a 
health maintenance organization (as de
termined under regulations of the Secretary) 
results in the facmttes, personnel, or fi
nancial resources of a health maintenance 
organization not being available to provide 
or arrange for the provision of a basic or 
supplemental health service ln accordance 
with the requirements of paragraphs (1) 
through ( 4) of this subsection, such re
quirements only require the organization to 
make a. good-faith effort to provide or ar
range t'or the provision of such service within 
such limitation on its facilltles, personnel, or 
resources." 

( e) Section 1302 ( 1) is a.mended by insert
ing before the second sentence the following: 
"Such term does not include a health serv· 
ice which the Secretary, upon appllcatlon of 
a health maintenance orga.nlzatlon, deter
mines is unusual and infrequently provided 
and not necessary for the protection of indi
vidual health. The Secretary shall publish 
in the Federal Register each determination 
made by him under the preceding sentence." 

ORGANIZATION REQUmEMENTS 
SEC. 4. (a) Section 130l{b) is a.mended 

( 1) by inserting "except in the case of basic 
health services provided a member who is a 
full-t ime student (as defined by the Secre
tary) at an accredited institution of higher 
education," after " (C)" in paragraph (1), 
and (2) by inserting "unless the supple
menta.1 health services payment is for a sup
plemental health service provided a member 
who is a full-time student (as defined by 
the Secretary) at an accredited institution of 
higher education," after "community rating 
system" in the second sentence of paragraph 
(2). 

(b) Section 1301(c) (1) is amended (1) by 
inserting "(A)" after "(1) ", and (2) by in
serting before the semicolon a comma and 
the following: "and (B) have administra
tive and managerial arrangements and cap
ab111ties satisfactory to the Secretary". 

(c) Section 130l(c) (3) is amended (1) by 
inserting "(A)" after "(3) ", and (2) by in
serting before the semicolon a comma and 
the following: "and (B) carry out enroll
ment of members who are entitled to medi
cal assistance under a State plan approved 
under title XIX of the Social Security Act in 
accordance with procedures approved under 
regulations promulgated by the Secretary". 

{d) Section 1301(c) (6) is amended (1) 
by striking out "(6)" and inserting in lieu 
thereof "(6) (A) in the case of a private 
health maintenance organization,", (2) by 
redesignating clauses (A) and (B) as sub
clauses (1) and (ii), respectively, and (3) by 
inserting before the semicolon a comma and 
the following: "and (B) in the case of a 
public health maintenance organization 
have an advisory board to the policymaking 
body of the public entity which operates the 
organization which board meets the require
ments of clause (A) o! this paragraph and 
to which may be delegated policymaking au
thority for the organization". 
FEASmILITY SURVEYS AND INITIAL DEVELOPMENT 

SEC. 5. (a) Section 1306(b) (2) is amended 
by inserting "in the case of an application 
for assistance under section 1304, 1305, or 
1305A," before "he deterinines". 

(b) ( 1) The first sentence of section 1304 
(b) (3) is amended by striking out "in the 
one-year period beginning on" and inserting 
in lieu thereof "incurred in a period not to 
exceed three years from". 

(2) The second sentence of such section 
is repealed. 

(c) (1) Subparagraph (A) of section 1304 
(f) (2) is amended to read as follows: 

"(A) $1,000,000 m the case of a project for 
the establishment of a health maintenance 
organization or $600,000 in the case of a 
project for the significant expansion of the 
membership of or areas served by a health 
maintenance organization, or". 

<2) The first sentence of sect.ion 1304(b) 
(2) is amended by striking out "includes" 
and inserting in lieu thereof "means the 
establishment of a health maintenance or
ganization or the". 

(d) The amendments made by this sec
tion shall only be effective for fiscal years 
beginning on or after October l, 1978. 

COSTS OF OPERATION 
SEc. 6. (a) Section 1306(a) is amended by 

striking out "operating costs" each place it 
occurs and inserting in lieu thereof "costs of 
operation". 

(b) The second sentence of section 1305 
(b) (1) is amended by striking out "any 
fiscal year" and inserting in lieu thereof "any 
twelve-month period". 

(c) Section 1305(b) (1) is amended (1) by 
striking out "$2,500,000" and inserting in lieu 
thereof "$4,000,000", and (2) by striking 
out "$1,000,000" and inserting in lieu thereof 
"$2,000,000". 

(d) The title of section 1305 is amended 
by striking out "OPERATION COSTS" and in
serting in lieu thereof "COSTS OF OPERATION". 

( e) The amendments made by this sec
tion shall only be effective for fiscal years be
ginning on or after October l, 1978. 

PAYROLL D'EDUCTION FOR HEALTH BENEFITS 
SEc. 7. Section 1310(c) is amended by add

ing at the end the following: "Each employer 
which provides payroll deductions as a means 
of paying employees contributions for health 
benefits or which provides a health benefits 
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plan to which an employee contribution is 
not required and which is required by subsec
tion (a) to offer his employees the option of 
membership in a qualified health mainte
nance organization shall, upon request of 
an employee who exercises such option, ar
range for the employee's ~ontribution for 
such membership to be paid through pay
roll deductions.". 
FUNDING UNDER OTHER AUTHORITIES FOR THE 

PROVISION OF HEALTH SERVICES ON A PREPAID 
BASIS 

SEC. 8. Section 1313 is amended by adding 
after and below paragraph ( 4) the following: 
"The preceding sentence does not prohibit 
the use of funds appropriated under section 
319 or 330 of this Act for grants to an en
tity, other than a health maintenance or
ganization, for the planning and develop
ment of health services to be provided on 
a prepaid basis or for the provision of health 
services on a prepaid basis.". 
LOANS AND LOAN GUARANTEES FOR ACQUISITION 

AND CONSTRUCTION OF AMBULATORY HEALTH 
CARE FACILITIES 

SEC. 9. (a) Title XIII ls amended by in
serting after section 1305 the following new 
section: 
"LOANS AND LOAN GUARANTEES FOR ACQUISITION 

AND CONSTRUCTION OF AMBULATORY HEALTH 
CARE FACILITIES 

"SEc. 1305A. (a) The Secretary may-
"(1) make loans, from the fund estab

lished under section 1308(e), to public and 
nonprofit private health maintenance orga
nizations for projects for the acquisition or 
construction of ambulatory health care facil
ities and for the acquisition of equipment for 
facllltl~s acquired or constructed under a 
loan made under this paragraph; and 

"(2) guarantee to-
"(A) non-Federal lenders for their loans 

to nonprofit private health maintenance or
ganizations for projects described in para
graph (1) and to private heaith maintenance 
organizations for such projects which will 
serve medically underserved populations, and 

"(B) the Federal Financing Bank for its 
loans to nonprofit private health mainte
nance organizations for projects described in 
paragraph (1) and to private health mainte
nance organizations for such projects which 
will serve medically underserved populations, 
the payment of principal and interest on 
such loans. 

"(b) ( 1) Except as provided in paragraph 
(2), the aggregate amount of principal of 
loans made or guaranteed, or both, under 
subsection (a) for a health maintenance 
organization may not exceed $2,500,000. 

"(2) The cumulative total of the principal 
of the loans outstanding at any time which 
have been directly made or with respect to 
which guarantees have been iEsued under 
subsection (a) may not exceed such limita
tions as may be specified in appropriation 
Acts. 

"(3) The authority of the Secretary to 
make loans under subsection (a) shall be 
effective for any fiscal year only to such ex
tent or in such amounts as are provided in 
advance in appropriation Acts. 

" ( c) For purposes of this section-
.. ( 1) the term 'ambulatory health care 

facility• means a health care facility for the 
provision of diagnostic, treatment, and pre
vention services to ambulatory patients; and 

"(2) the term 'construction' means the 
(A) construction of new facilities, (B) alter
ation, expansion, remodeling, replacement, 
and renovation of existing facilities, (C) cost 
of offsite improvements in connection with 
an activity described in clause (A) or (B), 
and (D) cost of the acquisition of land in 
connection with an activity described in 
clause (A), (B), or (C) .". 

(b) (1) Section 1308 is amended by add
ing at the end the following new subsection: 

"(f) The Secretary may take such action 
as he deems appropriate to protect the in
terest of the United States in the event of a 
default on a loan made or guaranteed under 
this title, including taking possession of, 
holding, and using real property pledged as 
security for such a loan or loan guarantee.". 

(2) (A) Subsection (d) of section 1308 ls 
amended (1) by inserting before the period 
in the first sentence of paragraph (1) the 
following: "and to take the action authorized 
by subsection (f) ", and (11) by inserting 
after "under this title" in the first sentence 
of paragraph (2) the following: "and to take 
the action authorized by subsection (f) ". 

(B) The first sentence of subs(lction (e) 
of section 1308 is amended by inserting be
fore the period the following: "and to take 
the action authorized by subsection (f) ". 

TRAINING AND TECHNICAL ASSISTANCE 

SEc. 10. (a) Title XIII is amended by add
ing at the end thereof the following new 
section: 

"TRAINING AND TECHNICAL ASSISTANCE 

"SEC. 1317. (a) (1) The Secretary shall 
establish a National Health Maintenance 
Organization Intern Program (hereinafter in 
this subsection referred to as the 'Program') 
for the purpose of providing training to in
dividuals to become administrators and med
ical directors of health maintenance orga
nizations or to assume other managerial 
positions with health maintenance orga
nizations. Under the Program the Secretary 
may directly provide internships for such 
training and may make grants to or enter 
into contracts with health maintenance or
ganizations and other entities to provide 
such internships. 

"(2) No internship may be provided by the 
Secretary and no grant may be made or con
tract entered into by the Secretary for the 
provision of internships unless an applica
tion therefor has been submitted to and ap
proved by the Secretary. Such an application 
shall be in such form and contain such in
formation, and be submitted to the Secretary 
in such manner, as the Secretary shall pre
scribe. Section 1306 does not apply to an 
application submitted under this section. 

"(3) Internships under the Program shall 
provide for such stipends and allowances (in
cluding travel and subsistence expenses and 
dependency allowances) for the recipients 
of the internships as the Secretary deems 
necessary. An internship made to an in
dividual for training at a health maintenance 
organization or any other entity shall also 
provide for payments to be made to the or
ganization or other entity for the cost of 
support services (including the cost of sal
aries, supplies, equipment, and related 
items) provided such individual by such or
ganization or other entity. The amount of 
any such payments to any organization or 
other entity shall be determined by the Sec
retary and shall bear a direct relationship 
to the reasonable costs of the organization 
or other entity for establishing and main
taining its training programs. 

"(4) Payments grants under the Program 
may be made in advance or by way of reim
bursement, and at such intervals and on 
such conditions, as the Secretary finds 
necessary . 

"(b) The Secretary shall provide (directly, 
through contracts, or both) technical assist
ance to (1) entitles engaged in surveys or 
other activities to determine the feasiblllty 
of developing and operating or expanding 
the operation of a health maintenance organ
ization, (2) entities engaged in the planning 
for the initial development of health main
tenance organizations, (3) entities engaged 
in the initial development of health mainte
nance organizations, and (4) health mainte
nance organizations in connection with their 
operation. 

"(c) The authority of the Secretary to 

enter into contracts under subsections (a.) 
and (b) shall be effective for any fiscal year 
only to such extent or in such amounts as 
are provided in advance by appropriation 
Acts.". 

(b) Section 1309(a) ls amended by strik• 
lng out "and 1304(b)" and inserting ln lieu 
thereof "1304(b), and 1317". 

(c) The amendments made by this section. 
shall only be effective for fiscal years begl.n
nlng on or after October 1, 1979. 

ADMINISTRATION OF PROGRAM 

SEC. 11. (a) Subsection (h) of section 1310 
is amended to read as follows: 

"(h) The administration of the duties and 
functions of the Secretary, insofar as they 
involve making determinations as to whether 
an organization is a qualified health mainte
nance organization within the meaning of 
subsection (d), shall be integrated with the 
administration of section 1312.". 

(b) Section 1312(c) is repealed. 
DISCLOSURE OF OWNERSHIP AND RELATED 

INFORMATION 

SEC. 12. (a) Section 1310(d) is amended 
(1) by inserting "(1) after "(d) ", (2) by 
redesignating clauses (1) and (2) as clauses 
(A) and (B), respectively, (3) by inserting 
before the comma at the end of clause (A) 
(as so redesignated) the following: "and will 
meet the requirements of paragraphs (2), 
(3), and (4) of this subsection", (4) by 
inserting before the period at the end the 
following: "and will meet the requirements 
of paragraphs (2), (3), and (4) of this sub
section", and (5) by adding at the end the 
following: 

"(2) Each heaLth maintenance organiza
tion shall, in accorda1nce with regulations 
promulgated by the Secretary-

" (A) provide the information required to 
'be reported under section 1124 of the Social 
Security Act by disclosing entitles, and 

"(B) supply the information required to 
be supplied under section 1902 (a) (38) of 
such Act. 

"(3) (A) Eaoh health maintenance or
ganization shall file with the Secretary, aJt 
such times as the Secretary shall prescribe, 
such hl!OTmatlon as the Secretary may re
quire-

" (l) to demonstrate that the health main
tenance organization has a fiscally sound 
operation, and 

" ( 11) respecting-
" (I) any sale, exchange, or leasing of any 

property between the organization and a 
party ln interest, 

"(II) any furnishing by the organization 
of services to a party in interest and any 
furnishing of services to the organization by 
a party in interest, and 

"(III) any lending of money or other ex
tension of credit between the organization 
and a party in interest. 

"(B) Each health maintenance organiza
tion shall provide the Secretary with as
surances satisfactory to the Secretary that 
the terms of each transaction between the 
health maintenance organization and a party 
in interest will be at least as favora.ble to the 
health maintenance organization as if the 
transaction was between the health main
tenance organization and a person who is 
not a party in interest. 

"(C) For purposes of subparagraphs (A) 
o.nd (B), the term 'party in interest' means 
with respect to a health maintenance or
ganization providing information under such 
subparagraph-

" (1) a person with an ownership or control 
interest (as defined in section 1124(a) (3) of 
the Social Security Act) in the health main
tenance organization. 

"(11) a managing employee (as defined in 
section 1126(b) of SU(:h Act) of the organi
zation, 

"(111) any entity with respect to which an 
individual described in clause (1) or (11) is a 
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person with an ownership or control interest, 
(as so defined) or a managing employee (as 
so defined) , and 

"(iv) any member of the immediate fam
ily of an individual who is a person de
scribed in clause (i) or (ii). 

" ( 4) Each health maintenance organiza
tion shall make available to its members the 
information reported by the organization 
pursuant to paragraphs (2) and (3). 

et.(5) The Secretary shall include in the 
annual report required by section 1315 a 
summary of evaluations made by the Secre
tary of information provided under para
graphs (2) and (3) and a description of any 
action taken ::.s a result of such evalua
tions.". 

(b) Paragraph (5) of section 1306(b) is 
amended to read as follows: 

"(5) in the case of an application which is 
made for a health maintenance organization, 
contains or is supported by assurances satis
factory to the Secretary that the organization 
will comply with the requirements of para
graphs (2), (3), and (4) of section 1310(d); ". 

(c) Section 1312(a) is amended (1) by 
striking out "or" at the end of paragraph (2), 
(2) by inserting "or" at the end of paragraph 
(3), and (3) by adding after paragraph (3) 
the following: 

"(4) fails to meet the requirements of 
paragraph (2), (3), or (4) of section 1310(d) 
or to act in accordance with assurances pro
vided under paragraph (3) (B) of such 
section,". 

AMENDMENTS TO THE SOCIAL SECURITY ACT 

SEc. 13. (a) (1) Section 1902(a) (4) of the 
Social Security Act is amended (A) by strik
ing out "and" at the end of clause (A). and 
(B) by inserting before the semicolon a 
comma and the following: "and (C) that 
each State or local officer or employee who is 
responsible for the expenditure of substan
tial amounts of funds under the State plan, 
each individual who formerly was such an 
officer or employee, and each partner of such 
an officer or employee shall be prohibited 
from committing any act, in relation to any 
activity under the plan, the commission of 
which, in connection with a.ny activity con
cerning the United States Government, by an 
officer or employee of the United States Gov
ernment, an individual who was such an 
officer or employee, or a partner of such an 
officer or employee is prohibited by section 
207 or 208 of title 18, United States Code". 

(2) (A) Except as provided in subparagraph 
(B), the amendments made by paragraph (1) 
shall take effect one hundred and eighty days 
after the date of the enactment of this Act. 

(B) In the case of a State plan for medical 
assistance under title XIX of the Social Secu
rity Act which the Secretary determines re
quires State legislation in order for the plan 
to meet the requirement added by the 
amendments made by paragraph ( 1). such 
amendments shall not apply with respect to 
such State plan before ninety days after the 
close of the first regular session of the State 
legislature that begins after the date of the 
enactment of this Act. 

(b) Section 1122 of the Social Security Act 
is amended-

(1) by striking out "or health maintenance 
crganizations" each place it occurs, and 

(2) by striking out "or health maintenance 
organizations" each place it occurs, and 

(3) by striking out "or organization, or of 
any facility of such organization," in subsec
tion (d) (2). 

(c) Section 1903(m) (1) (B) of the Social 
Security Act is amended by striking out 
"shall be administered through the Assistant 
Secretary for Health and in the Office of the 
Assistant Secretary for Health, and the ad
ministra.tion of such duties and functions". 

EMPLOYEE HEALTH BENEFITS PLANS 

SEc. 14. (a) Section 1310(d) (1) (as 
amended by section 12) is amended by ( 1) 
striking out "and" at the end of clause (A), 
and (2) by inserting before the perlOd at the 

end a comma and the following: "and (C) an 
entity described in paragraph (6) (B) of this 
subsection which has (1) received a waiver 
under such paragraph from the requirements 

.of paragraph (6) of section 1301 (c), and (ii) 
ha.s provided assurances sa.tisfactory to the 
Secretary that it provides basic and supple
mental health services to its members in the 
manner prescribed by section 1301(b), that 
it is operated in the manner prescribed by 
section 1301 (c), that, except wf.th respect to 
the requirements of paragraph (6) of section 
1301 (c), it is organized in the manner pre
scribed by section 1301(c), and that it will 
meet the requirements of paragraphs (2), 
(3), and (4) of this subsection". 

(b) Section 1310(d) (as amended by sec
tion 12) is amended by adding after para
graph ( 5) the following new paragraph: 

"(6) (A) For purposes of paragraph (1) of 
this subsection, the Secretary may, upon ap
plication, grant a waiver to an entity de
scribed in subparagraph (B) from the re
quirements of section 1301(c) (6) upon such 
terms and conditions as the Secretary may 
determine are appropriate if the entity (1) 
provided, before the expiration of one hun
dred and eighty days after the date of the 
ena-etment of this paragraph, notice to the 
Secretary of its intent ·to apply to be a quali
fied health maintenance organization, and 
(11) made such an application before the ex
piration of eighteen months after such date 
of enactment. A waiver granted to an entity 
under this subparagraph shall be granted on 
the condition that if, after the date the 
waiver is granted, the entity expands its 
service area, the waiver shall terminate upon 
the date the entity so expands such area. If 
a waiver granted an entity is terminated be
cause of the expansion of its service area, the 
entity may apply to the Secretary for another 
waiver under this subparagraph for the 
entity with its service area as so expanded. 
No grant, contract, loan, or loan guarantee 
may be made under this title for an entity 
granted a waiver under this subparagraph. 

"(B) An entity eligible to apply for a 
waiver under subparagraph (A) is a health 
maintenance organization (as defined in 
regulations promulgated under section 1122 
of the Social Security Act as in effect on the 
day before the date of enactment of this 
paragraph) (i) which is operated (but not 
as a separate legal entity) either by a com
mercial insurance carrier or a nonprofit car
rier which provides hospital service benefits 
or medical or surgical benefits, or both, (11) 
which has an advisory board to the policy
making body of such carrier which board 
meets the requirements of section 1301 ( c) 
(6) (A) and to which may be delegated pol
icymaking authority for the organization, 
(iii) with respect to which Federal financial 
assistance has not been provided under this 
Act, and (iv) which on January 1, 1974, was 
engaged in pr:>viding basic health care serv
ices (as defined in regulations promulgated 
under such eection 1122 as so in effect) to 
the organization's members." 

(c) Section 1310(b) is amended by adding 
at the end the following: "The Secretary, as 
a condition to approving as a qualified health 
maintenance organization for an area for 
purposes of this section an entity which is 
described in subsection (d) (1) (C) and 
which provides basic and supplemental 
heal th services in a manner described in 
paragraph (1) or (2) of this subsection, may 
require the health benefits plan of each em
ployer subject to subsection (a) which has at 
least 25 employees residing in such area to 
include in such plan at least two qualified 
health maintenance organizations which 
provide such services in such area in such 
manner when at least two such organizations 
are willing to be included in such plan.". 

ONE-YEAR EXTENSION 

SEC. 15. (a) Section 1304(1) is amended by 
striking out "1978" and inserting in lieu 
thereof "1979". 

(b) Section 1309(a) is amended (1) by 
striking out "ending September 30, 1979" and 
inserting in lieu thereof ·•ending Septem
ber 30, 1980", (2) by striking out "and" after 
"1977,", and (3) by inserting ", and $25,000,-
000 for the fiscal year ending September 30, 
1979" after "1978". 

Amend the title so as to read: "An Act to 
amend the Public Health Service Act to re
vise and extend the program of assistance 
under that Act for health maintenance orga
nizations.". 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate disagree to the 
amendments of the House to the Senate 
bill; that the Senate ask for a confer
ence; and that the Chair be authorized 
to appoint conferees. 

The motion was agreed to, and the 
Presiding Officer appointed Mr. KENNEDY, 
Mr. NELSON, Mr. PELL. Mr. HATHAWAY, 
Mr. WILLIAMS, Mr. ScHWEIKER, Mr. 
JAVITS, and Mr. CHAFEE conferees on the 
part of the Senate. 

HEALTH SERVICES RESEARCH, 
HEALTH STATISTICS, AND 
HEALTH CARE TECHNOLOGY ACT 
OF 1978 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I ask that the Chair lay before 
the Senate a message from the House of 
Representatives on S. 2466. 

The PRESIDING OFFICER laid be
fore the Senate the following message 
from the House of Representatives: 

Resolved, That the bill from the Senate 
(S. 2466) entitled "An Act to amend the 
Public Health Service Act to extend and re
vise the assistance programs for health serv
ices research and health statistics; to estab
lish the Office of Health Technology, and for 
other purposes", do pass with the following 
amendments: 

Strike out all after the enacting clause, 
and insert: 

SHORT TITLE, REFERENCE TO ACT 

SECTION 1. (a) This Act may be cited a.s 
the "Health Services Research, Health Sta
tistics, and Health Care Technology Act of 
1978". 

(b) Whenever in this Act (other than in 
sections 11 and 12) and amendment or re
peal is expressed in terms of an amendment 
or repeal is expressed in terms of an amend
ment to, or repeal of, a section or other pro
vision, the reference shall be considered to 
be made to a. section or other provision of 
the Public Health Service Act. 

EXTENSION OF AUTHORIZATIONS 

SEC. 2. (a) Section 308(1) (1) is amended
(1) in the first sentence (A) by striking 

out "and" after "1976,", a.nd (B) by inserting 
before the period a comma and the follow
ing: $36,000,000 for the fiscal year ending 
September 30, 1979, $44,000,000 for the fiscal 
year ending September 30, 1980, a.nd $49,
ooo.ooo for the fiscal year ending September 
30, 1981 "; and 

(2) by striking out the second sentence 
and inserting in lieu thereof the following: 
"At lea.st 20 per centum of the amount ap
propriated under the preceding sentence for 
any fiscal year or $6,000,000, whichever is 
less, shall be available only for health serv
ices research evaluation and demonstration 
activities directy undertaken by the Center. 
There are authorized to be appropriated 
$2,000,000 for the fiscal year ending Septem
ber 30, 1979, $4,000,000 for the fiscal year end
ing September 30, 1980, and $4,000,000 for the 
fiscal year ending September 30, 1981, for 
heath services research training under sec
tion 304(b) (1) (B) .". 

(b) Section 308(1) (2) is amended (1) by 
striking out "and" after "1976,". (2) by in
serting before the period a comma and the 
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following: "$60,000,000 for the fiscal year 
ending September 30, 1979, $75,000,000 for 
the fiscal year ending September 30, 1980, and 
$80,000,000 for the fiscal year ending Septem
ber 30, 1981", (3) by adding at the end the 
following: "Of the amount appropriated un
der the preceding sentence for any fiscal year, 
at least $1,000,000 in the fiscal year ending 
September 30, 1979, $2,000,000 in the fiscal 
year ending September 30, 1980, and $2,-
000,000 in the fiscal year ending September 
30, 1981, shall be available only for health 
statistics training in epidemiology and bio
statistics under section 304(b) (1) (B) .". 

(c) Section 308(1) is a.mended by adding 
after paragraph (2) the following new para
graph: 

"(3) The authority of the Secretary to 
enter into contracts under sections 304, 305, 
and 306 shall be effective for any fiscal year 
only to such extent or in such . amounts as 
are provided in advance by appropriation 
Acts.". 

GENER.\L AUTHORITY 

"SEC. 3. (a) Subsection (a) (2) of section 
304 is amended (1) by striking out "and" 
at the end of subparagraph (C), (2) by strik
ing out the period at the end of subpara
graph (D) and inserting in lieu thereof ", 
and", and (3) by adding at the end the 
following new subparagraph: 

"(E) health care costs, increases in such 
costs, and the reasons for such increases". 

(b) Subsection (b) (1) (B) of such section 
is amended by inserting after "training" the 
following: "through the National Center for 
Health services Research and the National 
Center for Health Statistics". 

(c) The second sentence of subsection (c) 
of such section ls amended to read as fol
lows: "Coordination of the health services 
research, evaluation, demonstration, and 
health statistical activities authorized by 
this Act shall be carried out through the 
National Center for Health Services Research 
and the National Center for Health Statis
tics.". 

NATIONAL CENTER FOR HEALTH SERVICES 
RESEARCH 

SEC. 4. (a) Subsection (b) of section 305 
ls amended-

( 1) by striking out "may undertake and 
support" and inserting in lieu thereof "shall 
undertake and support"; and 

(2) by striking out "construction," in para.
graph (3). 

(b) Subsection (e) of section 305 ls re
deslgna.ted as subsection (f) and the follow
ing new subsection ls inserted after subsec
tion (d): 

"(e) No application for a grant or con
tra.ct for health services research under a 
law administered by the Secretary may be 
approved before the Center and the Health 
Care Financing. Administration ( or its suc
cessor) have been given a reasonable oppor
tunity to review the application for technlca.l 
competence.". 

NATIONAL CENTER FOR HEALTH STATISTICS 

SEC. 5. (a) Subsection (b) of section 306 
is amended (1) by striking out "may", (2) 
by inserting "shall" after "(1)" after "(2)", 
(3) by striking out "and" at the end of 
para.graph (1), (4) by striking out the period 
a.t the end of para.graph (2) and inserting in 
lieu thereof"; and", and (5) by adding after 
para.graph (2) .the following: 

"(3) may collect, furnish, tabulate, and 
analyze statistics, and prepare studies, on 
matters referred to in paragraph (1) upon 
request of public and nonprofit private en
titles under arrangements under which the 
entitles wm pay the cost of the service pro
vided. 
Amounts appropriated to the Secretary from 
payments made under arrangements made 
under paragraph (3) shall be available to the 
Secretary for obligation until expended.". 

(b) (1) Subsection (e) of section 306 is 
amended to read as follows: 

" ( e) ( 1) The Secretary shall by regulation 
establish standardized means for the collec
tion of health information and statistics un
der laws administered by the Secretary. 

"(2) For the purpose of producing com
parable and uniform health information a.nd 
statistics, there is established the Coopera
tive Health Statistics System. The Secretary, 
acting through the Center, shall-

"(A) coordinate the activities of Federal 
agencies involved in the design and im
plementation of the System; 

"(B) undertake and support (by grant or 
contract) research, development, demonstra-· 
tions, and evaluations respecting the Sys
tem; 

"(C) make grants to and enter into con
tracts with State and local health agencies 
to assist them in meeting the costs of data 
collection carried out under the System; 
a.nd 

"(D) review the statistical activities of 
the Department of Health, Education, and 
Welfare to assure that they are consistent 
with the System. 
States participating in the System shall 
designate a State agency to administer or 
be responsible for the a.dminlstretion of the 
statistical activities within the State under 
the System. The Secretary, acting through 
the Center, shall prescribe the types of or
ganizaton systems (including consortia. of 
entities which use health information and 
statistics and entities which produce health 
information and statistics) for statistical 
activities which may be used by States par
ticipating in the System.". 

(2) Para.graph (4) (D) of subsection (i) 
of section 306 is amended by inserting be
fore the semicolon the following: ", with 
respect to the Cooperative Health Statistics 
System established under subsection (e) (2), 
and with respect to the standardized means 
for the collection of health information and 
statistics to be established by the Secretary 
under subsection ( e) ( 1) ". 

(c) The first sentence of subsec.tion (f) of 
section 306 is a.mended by inserting ", act
ing through the Center," after "the Secre
tary". 

(d) Para.graph (2) (A) of subsection (1) 
of section 306 is a.mended by inserting 
"health planning," after "health statistics,". 

(e) Section 306 is amended by redesignat
ing subsection (i) as subsection (k) and 
by inserting after subsection (h) the follow
ing new subsection: 

"(l) The Center may provide to public 
and nonprofit private entities engaged in 
health planning a.otivities technical assist• 
a.nee in the effective use in such activities of 
statis·tics collected or compiled by the 
Center.". 

(f) Section 306 is amended by adding 
after subsection (1) (added by subsection 
(e) of this section) the following: 

"(J) (1) (A) The Secretary, acting through 
the Center, shall by regulation establish, 
not later than two years after the date of 
the enactment of this subsection, guidelines 
for the collection, compilation, analysis, 
publication, and distribution of statistics 
and information necessary for determining 
the effects of conditions of employment and 
indoor and outdoor environmental condi
tions on the public health. Guidelines 
established under this subsection shall 
not (i) authorize or require the dis
closure of any matter described in · section 
552(b) (6) of title 5, United States Code, 
and (11) authorize or require the disclosure 
of any statistics or other information which 
is exempt from disclosure pursuant to sub
section (a.) of section 552 or title 5, United 
States Code, by reason of subsection (b) (4) 
of such section. The guidelines shall be 
reviewed and, if appropriate, revised at least 

every three years after the date they are 
initially established. Guidelines shall take 
effect on the date of the promulgation of the 
regulation establishing or revising the guide
lines or such later date as may be specified 
in the guidelines. 

" ( B) The guidelines shall be designed-
" ( ! ) to improve coordination of environ

mental and health studies, statistics, and 
information, and to preivent overlap and un
necessary duplication with respect to such 
studies, statistics, and information; 

"(11) to assure that such studies, statis
tics, a.nd information will be available to 
executive departments responsible for the ad
ministration of laws relating to the protec
tion of the public health and safety or the 
environment; 

"(iii) to encourage the more effective use 
by executive departments of such studies, 
statistics, and information; 

"(iv) to improve the statistical validity 
and reliability of such studies, statistics, and 
information; and 

"(v) to assure greater responsiveness by 
the Department of Health, Education, and 
Welfare and other executive departments in 
meeting informational and analytical needs 
for determining the effects of employment 
and indoor and outdoor environmental con
ditions on public health. 

"(C) In establishing and revising guide
lines under subparagraph (A) the Secretary 
shall consult with and take into considera
tion any recommendations of the Task Force 
on Environmental Cancer and Heart and 
Lung Disease, the Administrator of the En
vironmental Protection Agency, the Secre
tary of Labor, the Consumer Product Safety 
Commission, the United States National 
Committee on Vital and Health Statistics, 
a.nd the National Academy of Sciences 
through its Institute of Medicine. 

"(D) For purposes of this subsection, the 
term 'guidelines' means the guidelines, either 
as initially established or as thereafter 
revised, in effect under this subsection. 

"(2) The Center shall serve as a clearing
house for statistics and information with re
spect to which guidelines have been estab
lished under para.graph ( 1) and shall assist 
executive departments in obtaining such sta
tistics and information for purposes of ad
ministering laws under their Jurisdiction 
relating to environmental health protection 
or the safety and health of employees. 

"(3) (A) Each executive department shall 
comply with the substantive and procedural 
requirements of the guidelines. 

"(B) The President shall by Executive or
der require each executive department to 
comply with requests, made in accordance 
with the guidelines, by the Secretary, the 
Administrator of the Environmental Protec
tion Agency, the Consumer Product Safety 
Commission, or the secretary of Labor for 
statistics and information. 

"(C) The President may by Executive or
der exempt any executive department from 
compliance with a requirement of the guide
lines respecting specific statistics or other in
formation if the President determines that 
the exemption is necessary in the interest of 
national security. 

"(4) In carrying out his duties under this 
subsection, the Secretary, acting through 
the Center, shall, insofar as practicable, pro
vide for coordination of his activities with 
those of other Federal agencies and inter
agency task forces relating to the collection, 
analysis, publication, or distribution of sta
tistics and information necessary for deter
mining the effects of conditions of employ
ment and indoor and outdoor environmental 
conditions on the public health." 

(g) The first sentence of subsection (d) or 
section 308 is amended by inserting after 
"unless authorized" the following: "by 
guidelines in effect under section 306(j) or". 
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STUDY OF COSTS OF DISEASES AND ADVERSE EF

FECTS WHICH ARE ENVmONMENrALL y RE
LATED 

SEc. 6. (a) Section 304 is amended by add
ing at the end the following: 

"(d) (1) The Secretary and the National 
Academy of Sciences ( hereinafter in this 
subsection referred to as the 'Academy') 
shall, Jointly and in cooperation with the . 
Administrator of the Environmental Protec
tion Agency, the Secretary of Labor, the Con
sumer Product Safety Commission, the 
Council of Economic Advisers, the Council 
on Wage and Price Stab111ty, the Council on 
Environmental Quality, and other entities of 
the Federal Government which the Secretary 
determines have the expertise in the subject 
of the study prescribed by this paragraph, 
conduct, with funds appropriated under sec
tio~ 308(1) (11), a.n ongoing study of the pres
ent a.nd projected future health costs o! 
pollution and other environmental 'condi
tionz resulting from human activity (in
cluding human activity in any place in the 
indoor or outdoor environment, including 
places of employment and residence). In con
ducting the study, the Secretary and the 
Academy shall, to the extent feasible-

.. (A) identify the pollution (and the 
pollutants responsible for the pollution) and 
other environmental conditions which are, 
or may reasonably be anticipated to be, re
sponsible for causing, contributing to, in
creasing susceptib111ty to, or aggravating hu
man diseases and adverse effects on humans; 

"(B) identify each such disease and ad
verse human effect and specifically deter
mine whether cancer, birth defects, genetic 
damage, emphysema, asthma, bronchitis, 
and other respiratory diseases, heart disease, 
stroke, and mental illness and impairment 
are such a disease or effect; 

"(C) identify (on a national, regional, or 
other geographic basis) the source or sources 
of such pollutants and conditions and esti
mate the portion of each pollutant and the 
extent of ea.ch condition which can be traced 
to a speciflc type of source; 

"(D) ascertain (1) the extent to which the 
pollutants and conditions identified under 
subparagraph (A) are, or may reasonably be 
anticipated to be, responsible, individually or 
collectively, for causing, contributing to, in
creasing susceptibUity to, or aggravating the 
diseases and effects identi ~ed under subpara
graph (B}, and (11) the effect upon the inci
dence or severity of specific diseases and ef
fects of individual or collective, as appro
priate, incremental reductions in the pollu
tants and changes in such conditions; and 

"(E) quantify (1) the present and pro
jected future health costs of the diseases and 
effects identifled under subparagraph (B), 
and (11) the reduction in health costs which 
would result from ea.ch incremental reduc
tion a.n.d change referred to in subparagraph 
(D) (11). 

"(2) The Secretary shall enter into appro
priate arrangements with the Academy under 
which the Secretary shall be responsible !or 
expenses incurred by the Academy in con
nection with the study prescribed by para
graph (1). 

the study, the Secretary and the Academy 
shall seek assistance !rom public and private 
health financing entities in securing the 
data needed for the study. 

" ( 4) For purposes of pe.ragraph ( 1) , the 
term 'health costs of pollution and other 
environmental conditions' means the costs 
of human diseases and other adverse effects 
on humans which pollution and other en
viron.mental conditions are, or may reason
ably be anticipated to be, responsible for 
causing, contributing to, increasing suscept1-
bil1ty to, or aggravating, including the costs 
of preventing such diseases and effects, the 
costs of the treatment, cure, convalescence, 
and reha-b111tation of persons afflicted by such 
diseases, costs reasonably attributable to 
pa.in and suffering from such diseases and 
effects, loss of income and future earnings 
resulting from such disease and effects, ad
verse effects on productivity (and thus in
creases in production costs and consumer 
prices) resulting from such diseases and 
effects, loss of tax revenues resulting from 
such decreases in earnings and productivity, 
costs to the welfare and unemployment com
pensation systems and the prograxns of 
health benefits under titles XVIII and XIX 
of the Social Security Act resulting from 
such diseases and effects, the overall in
creases in costs throughout the economy 
resulting from such diseases and effects, and 
other related direct and indirect costs." 
TASK FORCE ON ENVIRONMENTAL CANCER AND 

HEART AND LUNG DISEASE 

SEc. 7. (a) The Directors of the National 
Center for Health Statistics and the Center 
for Disease Control (or the successor to such 
entity) shall serve as members of the Task 
Force on Environmental Cancer and Heart 
and Lung Disease established under section 
402 of Public Law 95-95. 

(b} The Task Force referred to in sub
section (a) shall, effective October 1, 1978, 
conduct a study to identify the need for and 
recommend guidelines for the collection, 
compilation, analysis, publication, and dis
tribution of statistics and information neces
sary for determining ( 1) the extent to which 
conditions of employment and indoor and 
outdoor environmental conditions may rea
sonably be anticipated to cause, contribute 
to, aggregate, or increase susceptibility to 
cancer or heart or lung diseases, and (2) the 
other effects on the public health which may 
reasonably be anticipated to result from such 
conditions. Within eighteen months of the 
date of the enactment of this subsection, the 
Task Force shall complete the study pre
scribed by this subsection and report the re
sults of the study to the Congress, the Ad
ministrator of the Environmental Protection 
Agency, the Secretary of Health. Education, 
and Welfare, the Secretary of Labor, and the 
Consumer Product Safety Commission. 
NATIONAL CENTER FOR HEALTH CARE TECHNOL-

OGY; HEALTH CARE TECHNOLOGY ADVISORY 
COMMITI'EE 

SEc. 8. (a) Section 309 is amended-
( 1) by amending the section heading to 

read as follows: 
"HEALTH CONFERENCES AND HEALTH EDUCATION 

INFORMATION"; 

(2) by inserting "(a)" before "A confer
ence"; and 

(3) by striking out "309" and inserting in 
lieu thereof "310". 

(b) Section 310 is amended-
( 1) by striking out the section heading; 

and 
(2) by striking out "SEc. 310." and insert

ing in lieu thereof "(b) ". 
(c) Part A of title III is ame'1ded by add

ing after section 308 the following new sec
tion: 

fare the National Center !or Health Care 
Technology (hereinafter in this section re
ferred to as the 'Center') which shall be 
under the direction of a Director who shall 
be appointed by the Secretary and super
vised by the Assistant Secretary for Health 
( or such other officer of the Department as 
may be designated by the Secretary as the 
principal adviser to him for health pro
graxns). 

"(b) (1) (A) The Secretary, acting through 
the Center, shall undertake and support (by 
grant or contract) comprehensive assess
ments of health care technology. Such assess
ments shall take into account the safety, ef
fectiveness, and cost effectiveness of, and the 
social, ethical, and economic impact of health 
care technologies. In determining if the as
sessment of a particular health care tech
nology should be given priority, emphasis 
shall be placed on-

.. (1) the actual or potential risks and the 
actual or potential benefits to patients asso
ciated with the use of the technology, 

"(11) the actual or potential cost of the 
technology, 

" ( 111) the actual or potential rate of 1 ts 
use, and 

"(iv) the stage o! development of the 
technology. 

"(B) The Secretary may by grant or con
tract assist public and private nonprofit en
tities in meeting the costs of planning, estab
lishing, and operating centers to assess health 
care technology. 

"(C) Any grant or contract under this 
paragraph, the direct cost of which will ex
ceed $35,000, may be ma.de or entered into 
only after appropriate review for scientific 
merit by peer review groups composed of ex
perts in the relevant fields and only after the 
Health Care Technology Advisory Committee 
has had an opportunity to review the project 
with respect to which the grant or contract 
is to be made. 

"(2) The Secretary, acting through the 
Center, shall undertake and support (by 
grant or contract) research in, and demon
strations and evaluations of-

"(A) the factors that affect the use of 
health care technologies in the United States; 
and 

''(B) methods for disseminating informa
tion on health care technologies to health 
professionals. 

"(3) The Center shall make recommenda
tions to the Secretary respecting health care 
technology issues in the administration of 
the laws under the Secretary's Jurisdiction, 
incl11ding recommendations with respect to 
reimbursements under titles XVllI and XIX 
of the Social Security Act. 

"(c} (1) Not later than December 1, 1979, 
and December 1 of each succeeding year, the 
Secretary shall report to Congress, a compre
hensive description o! the activities of the 
Center under subsection (b) during the pre
ceding fiscal year. 

" ( 2) Not later than two yea.rs after the 
date of the enactment o! the Health Services 
Research, Health Statistics, and Health Care 
Technology Act of 1978, the Secretary shall 
submit a report to the Committee on Inter
state and Foreign Commerce of the House of 
Representatives and the Committee on Hu• 
man Resources o! the Senate-

.. (A) describing the various types of ac
tivities undertaken and supported under 
subsection (b) (1) for the assessment of 
health care technology. 

"(B) describing the recommendations 
made under subsection (b) (3) and the action 
taken with respect to such recommendations, 
and 

"(C) describing any additional authority 
or organizational changes which the Secre
tary determines are required to more effec
tively carry out the functions prescribed by 
subsection (b). 

"(3) The first report on the study pre
scribed by paragraph (1) shall be made to 
the Congress by the Secretary and the Acad
emy not later than eighteen months after 
the date o! the enactment of this subsection. 
Subsequent reports on the study shall be 
made by the Secretary and the Academy 
every two years after the date the first report 
is submitted. Each report shall include (A) 
such re<:o~endations for legislation as the 
SeCTetary determines appropriate, and (B} a 
description of any administrative action pro
posed to be taken by the Secretary, the Ad
ministrator of the Environmental Protection 
Agency, the Secretary o! Labor, and the 
Consumer Product Bafety Commission to 
reduce the costs which have been quantified 
under paragraph (1) (E) (1). In conducting 

"NATIONAL CENTER FOR HEALTH CARE TECHNOL
OGY; HEALTH CARE TECHNOLOGY ADVISORY 
COMMITTEE 

"SEC. 309. (a) There is established in the 
Department of Health, Education, and Wel-

The Office of Management and Budget may 
review the renort required by this paragraph 
before its submission to the Committee on 
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Interstate and Foreign Commerce and the 
Committee on Human Resources, but the 
Office may not revise such report or delay 
its submission beyond the date prescribed 
for its submission and may submit to Con
gress its comment repecting the report. 

"(d) (1) No grant or contract may be made 
under this section unless an application 
therefor has been submitted to the Secretary 
in such manner, and containing such infor
mation, as the Secretary may by regulation 
prescribe. 

"(2) Payments of any grant or under any 
contract under this section may be made in 
advance or by way of reimbursement, and in 
such installments and on such conditions, 
a.s the secretary may prescribe. 

" ( e) ( 1) There is established the Health 
Care Technology Advisory Committee (here
inafter in this subsection referred to as the 
'Committee') to advise the secretary and the 
Director of the Center with respect to the 
performance of the functions prescribed by 
subsection (b), including the establishment 
of priorities for the assessments to be under
taken or supported under para.graph ( 1) of 
such subsection. 

"(2) The Committee shall consist of-
" (A) the Director of the National In

stitutes of Health, the Chief Medical Officer 
of the Veterans' Administration, the Assist
ant Secretary for Health and Environment 
of the Department of Defense, the Chairman 
of the National Professional Standards Re
view Council, the Chairman of the National 
Council on Health Planning and Develop
ment (established under section 1503), the 
Director of the Office of Science and Tech
nology Policy, the Commissioner of the Food 
and Drug Administration ( or the successor 
to such entity), the Director of the Center 
for Disease Control ( or the successor to such 
entity), and the head of the Health Care 
Financing Administration ( or· the successor 
to such entity) who (or their designees) shall 
bP. ex officio members, and 

"(B) sixteen members appointed by the 
Secretary. 
The Secretary shall make his initial appoint
ments to the Committee within one hundred 
and twenty days of the date of the enact
ment of this section. Seven of the appointed 
members shall be selected from individuais 
who are distinguished in the fields of medi
cine, engineering, or science (including so
cial science). Of such seven · members, at 
bast two shall be physicians and two shall 
be selected from representatives of business 
entities engaged in the development or pro
duction of health care technology. Two of 
the appointed members shall be selected 
from individuals who are hospital adminis
trators, two of the appointed members shall 
be selected from individuals who are distin
guished in the field of economics, two of the 
appointed members sha'l be selected from 
individuals who are distinguished in the 
field of law, one of the appointed members 
shall be selected from individuals who are 
distinguished in the field of ethics, and two 
of the appointed members shall be selected 
from members of the general public who 
represent the interests of consumers of 
health care. 

"(3) (A) Each appointed member of the 
Committee shall be appointed for a term of 
four years, except that--

"(i) any member appointed to fill a vacan
cy occurring prior to the expiration of the 
term for which his predecessor was ap
pointed for the remainder of such term; and 

"(ii) of the members first appointed after 
the date of the enactment of this section, 
four shall be appointed for a term of four 
years, four shall be appointed for a term of 
three years, four shall be appointed for a 
term of two years, and four shall be ap
pointed for a term of one year, as designated 
by the Secretary at the time of appoint
ment. 

Appointed members may serve after the ex
piration of their terms until their successors 
have taken office. 

"(B) Members of the Committee who are 
not officers or employees of the United States 
shall receive for each day they are engaged 
in the performance of the functions of the 
Committee compensation at rates not to ex
ceed the dally equivalent of the annual rate 
in effect for grade GS-18 of the General 
Schedule, including traveltime; and all 
members, while so serving away from their 
homes or regular places of business, may be 
allowed travel expenses, including -per diem 
in lieu of subsistence, in the same manner 
as such expenses are authorized by section 
5703 of title 5, United States Code, for per
sons in the Government service employed 
intermittently. 

"(4) The Committee shall annually elect 
one of its appointed members to serve as 
Chairman until the next election. 

"(5) The Committee shall meet at the call 
of the Chairman, but not less often than 
four times a year. 

"(6) Section 14 of the Federal Advisory 
Act shall not apply with respect to the 
duration of the Committee. 

" ( e) There are authorized to be appropri
ated to carry out this section $15,000,000 for 
the fl.seal year ending September 30, 1979, 
$25,000,000 for the fl.seal year ending Septem
ber 30, 1980, and $35,000,000 for the fiscal year 
ending September 30, 1981. Not less than 20 
per centum of the amount appropriated for 
the fiscal year ending September 30, 1981, 
shall be obligated for assessments directly 
undertaken by the Secretary under subsec
tion (b) (1). The authority of the Secretary 
to enter into contracts under subsection (b) 
shall be effective for any fl.seal year only to 
such extent or in such amounts as are pro
vided in advance by appropriation Acts.". 

STUDY 

SEc. 9. (a) The United States Committee 
on Vital and Health Statistics (established 
by section 306 of the Public Health Service 
Act) shall, effective October 1, 1978, conduct 
a study of the issues respecting and the rec
ommendations for establishing a Federal 
system-

( 1) to facilitate studies of the effects of 
hazardous substances on humans, and 

(2) to assist, in a manner designed to avoid 
inve.sion of personal privacy, Federal, State, 
and other entities in locating individuals 
who have been or may have been exposed 
to hazardous substances to determine the ef
fect on their health of such exposure and 
to assist them in obtaining appropriate med-
ical care and treatment. · 
In conducting such study, the Committee 
shall consult with the Administrator of the 
Environmental Protection Agency, the Di
rector of the National Cancer Institute, the 
Council on Environmental Quality, the Di
rector of the National Institute on Environ
mental Health Sciences, the Director of the 
National Institute for Occupational Safety 
and Health, the Secretary of Labor, an1 the 
head of the Occupational Safety and Health 
Administration, and the Committee may con
sult with any other public and private entity 
which it determines has expertise in any 
matter to be considered in the study. 

(b) Not later than one year after the date 
of enactment of this Act, the Committe shall 
complete the study required by subsection 
(a) and report to the Congress the results of 
the study and any recommendations for leg
islation or administrative action. 

SEC. 10. (a) Subsection (g) of section 208 is 
amended (1) by striking out "one hundred 
and fifty-five" and inserting in lieu thereof 
"one hundred and seventy-nine", (2) by 
striking out "and not less than" and insert
ing in lieu thereof", not less than", and (3) 
by inserting after "alcoholism," the follow
ing: "not less than ten shall be for the Na
tional Center for Health Services Research, 

not less than twelve shall be for the National 
Center for Health Statistics, and not less 
than seven shall be for the National Center 
for Health Care Technology,". 

(b) Section 453 is amended by adding at 
the end the following: "The Secretary, 
through the Institute, may, effective Octo
ber 1, 1978, and without regard to section 
405, carry out a program of grants for public 
and nonprofit private vision research facil
ities.". 

(c) (1) The second sentence of subsection 
(a) of section 705 is amended to read as 
follows: "Such records shall include records 
which fully disclose (A) the amount and 
disposition by such entity of the funds paid 
to it under such grant, loan, loan guarantee, 
interest subsidy, or contract, (B) the total 
cost of the project or undertaking for which 
such grant, loan, loan guarantee, interest 
subsidy, or contract is made, (C) the amount 
of that portion of the cost of the project 
or undertaking received by or allocated to 
such entity from other sources, and (D) 
such other records as will facilitate an audit 
conducted in accordance with generally ac
cepted auditing standards.". 

(2) Subsection (b) of section 705 is 
amended to read as follows: 

"(b) Each entity which received a grant 
or entered into a contract under this title 
shall provide for a biennial financial audit 
of any books, accounts, financial records, 
files, and other papers and property which 
relate to the disposition or use of the funds 
received under such grant or contract and 
such other funds received by or allocated 
to the project or undertaking for which such 
grant or contract was made. For purposes I 

of assuring accurate, current, and complete 
disclosure of the disposition or use of the 
funds received, each such audit shall be 
conducted in accordance with such require
ments concerning the individual or agency 
which conducts the audit, and such stand
ards applicable to the performance of the 
audit, as the Secretary may by regulation 
provide. A report of each such audit shall 
be fl.led with the secretary at such time and 
in such manner as he may require.". 

(d) section 771(d) is amended by adding 
at the end the following: · 

"(5) The secretary may waive (in whole 
or in part) application to a school of den
tistry of the requirement of a.ny paragraph 
of this subsection if the Secretary deter
mines, after receiving the written recom
mendation of the appropriate accreditation 
body or bodies (approved for such purpose 
by the Commissioner of Education) that 
compliance by such school with such re
quirement will prevent it from maintaining 
its accreditation.". 
HEALTH PROFESSIONS REPORTS AND PROGRAMS 

SEc. 11. (a.) section 708(d) is amended (1) 
by striking out "not later than september 1 
of each year", and (2) by inserting at the 
end the following: "Such report shall be 
submitted biennially, and the first such re
port shall be due not later than October 1, 
1979.". 

(b) Section 709(b) is amended by striking 
out "January 1, 1979" and inserting in lieu 
thereof "February 1, 1980". 

(c) Section 751(1) is amended by striking 
out "December" a.nd inserting is lieu thereof 
"March". 

(d) Section 771(b) (2) (B) is amended by 
striking out "45 days after the date for which 
the determination is made" and inserting in 
lieu thereof "the first December 31 occurring 
after the date for which the determination 
is made". 

( e) section 782 ( c) is a.mended by striking 
out "September 30, 1979" and inserting in 
lieu thereof "March 1, 1980". 

(f) Section 788(b) (6) is amended by 
striking out "September 30, 1978" and in
serting in lieu thereof "October 1, 1979". 

(g) section 793(c) is amended (1) by 
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striking out "annually" and inserting in lieu 
thereof "biennially", and (2) by striking out 
"December 1, 1978" and inserting in lieu 
thereof "October 1, 1979". 

(h) ~tion 95l{b) of the Nurse Training 
Act e! 1975 is a.mended by striking out "Not 
later than February 1, 1977, a.nd February 1 
of ea.ch succeeding year" and inserting in 
lieu thereof "Not later than October l, 1979, 
and October 1 of each odd-numbered year 
thereafter". 

(1) (1) Section 702(d) of the Health Pro
fessions Educational Assists.nee Act of 1976 is 
a.mended by striking out "not later than two 
yea.rs after the date of enactment of this 
Act" and inserting in lieu thereof "not later 
than October 1, 1979". 

(2) Section 903(a.) (2) of the Health Pro
fessions Educational Assistance Act of 1976 
is a.mended by striking out "January l, 1979" 
and inserting in lieu thereof "April 1, 1979". 

(J) Section 772(e) of the Public Health 
Service Act is a.mended by inserting before 
the period a. comma and the following: 
"except that a student who, !or other than 
academic reasons, withdraws from a. year 
class before the end of an academic year or 
does not complete an academic year shall not 
be considered a.s having been enrolled in a 
year class in that academic year". 

MISCELLANEOUS 
SEC. 12. (a.) (1) Section lll{h) (42 U.S.C. 

7411) of the Act of July 14, 1955, as amended 
by Public Law 95-95, is a.mended by adding 
the following at the end thereof: 

"(5) Any design, equipment, work practice, 
or operational standard, or any combination 
thereof, described in this subsection shall be 
treated as a standard of performance for 
purposes of the provisions of this Act ( other 
than the provisions of subsection (a.) and 
of such section a.re each a.mended by strik
this subsection).". 

(2) Subsections (d) (1) (A) and (g) (4) (B) 
ing out "under subsection (b)" and insert
ing in lieu thereof "under this section". 

(3) Subsection (J) of such section is 
amended by striking out "subsection (b) of" 
in paragraphs (1) (A) and (2) (A) thereof. 

(b) Section 112(e) of such Act (42 U.S.C. 
7412) ls amended by adding the following at 
the end thereof: 

" ( 5) Any design, equipment, work practice, 
or operational standard, or any combination 
thereof, described in this ubsectlon shall be 
treated as a.n emission standard !or purposes 
of the provisions of this Act ( other than the 
provisions of this subsection)." 

(c) Section 117(c) (3) of such act (42 
U.S.C. 7417) is amended by striking out "(b) 
( 1) (B)" in each place it appears. 

(d) Section 317(a.) (1) of such Act (42 
U.S.C. 7617) is amended by striking out 
"(b)". 

Amend the title so as to read: "An Act to 
amend the Public Health Service Act to re
vise and extend the authorities under that 
Act relating to health services research and 
health statistics and to establish a. National 
Center for Health Care Technology, and for 
other purposes.". 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate disagree to the 
amendments of the House, request a con
ference with the House, and that the 
Chair be authorized to appoint the Sen
ate conferees. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. KEN
NEDY, Mr. NELSON, Mr. PELL, Mr. HATH
AWAY, Mr. WILLIAMS, Mr. SCHWEIKER, Mr. 
JAVITS, and Mr. CHAFEE conferees on the 
part of the Senate. 

NURSE TRAINING AMENDMENTS 
OF 1978 

Mr. ROBERT C. BYRD. Mr. President, 
I ask that the Chair lay before the Sen-

ate a message from the House of Repre
sentatives on S. 2416. 

The PRESIDING OFFICER laid before 
the Senate the following message from 
the House of Representatives: 

Resolved, That the bill from the Senate 
(S. 2416) entitled "An Act to amend title 
VIII of the Public Health Service Act to ex
tend for two fiscal years the program of as
sistance for nurse training", do pass with 
the following amendment: 

Strike out all after the enacting clause, 
and insert: 

TITLE I-NURSE TRAINING 
SEC. 101. (a) This Act may be cited as the 

"Nurse Training Amendments of 1978". 
(b) Whenever in this Act an amendment 

or repeal is expressed in terms of an amend
ment to, or repeal of, a. section or other 
provision, the reference shall be considered 
to be ma.de to a section or other provision of 
the Public Health Service Act. 

SEC. 102. Section 801 (relating to authoriza
tions for construction grants) is amended ·by 
inserting after "for fiscal year 1978" the fol
lowing: "and for each of the next two fiscal 
years". 

SEC. 103. {a) Subsections (a) and (b) of 
section 805 (relating to loan guarantees and 
interest subsidies) are each amended by 
striking out "1978" and inserting in lieu 
thereof "1980". 

(b) Subsection (e) of such section is 
amended by inserting after "in fiscal year 
1978" the following: "and in each of the 
next two fiscal yea.rs". 

SEc. 104. Subsection (!) of section 810 (re
lating to capitation grants) is a.mended by 
inserting after "fiscal year 1978" the fol
lowing: "and !or each of the next two fiscal 
years.". 

SEC. 105. The first sentence of subsection 
(d) of section 820 (relating to special project 
grants and contracts) is a.mended by striking 
out "and" after "1977," and by inserting be
fore the period the following: ", $20,000,000 
for the fiscal year ending September 30, 1979, 
and $20,000,000 !or the fiscal year ending 
September 30, 1980". 

SEC. 106. Subsection (b) of section 821 (re
lating to advanced nurse training programs) 
is amended by inserting after "for fiscal year 
1978" the following: "and !or each of the 
next two fiscal yea.rs". 

SEc. 107. Subsection (e) of section 822 (re
lating to nurse practitioner programs) is 
amended by striking out "!or fiscal year 
1978" and inserting in lieu thereof "for the 
fiscal year ending September 30, 1978, and for 
each of the next two fiscal years". 

SEc. 108. Subsection (b) of section 830 
(relating to traineeships) is amended by in
serting before the period "and for each of 
the next two fiscal years". 

SEc. 109. (a) Subsection (b) (4) of section 
835 (relating to loan agreements) is amended 
by striking out "1978" and inserting in lieu 
thereof "1980". 

(b) Section 837 (relating to authorizations 
for student loan funds) is amended (1) by 
inserting before the period in the first 
sentence "and for each of the next two 
fiscal years", (2) by striking out "fiscal year 
1979" and inserting in lieu thereof "the fiscal 
year ending September 30, 1981 ", and (3) by 
striking out "October l, 1978" and inserting 
in lieu thereof "October 1, 1980". 

(c) (1) Subsection (a) of section 839 (re
lating to distribution of assets) is amended 
by striking out "September 30, 1980, and not 
later than September 30, 1977" and inserting 
in lieu thereof "September 30, 1981, and not 
later than December 30, 1983". 

(2) Paragraph (1) of such subsection is 
amended by striking out "1980" and insert
ing in lieu thereof "1983". 

(3) Subsection (b) of such section is 
amended by striking out "1980" ea.ch place 
it occurs and inserting in lieu thereof 
"1983". 

SEc. 110. (a) Subsection (b) of section 845 

(relating to scholarship grants) is a.mended 
(1) by striking out "next two fiscal years" in 
the first sentence and inserting in lieu 
thereof "next four fiscal years", (2) by strik
ing out "1979" and inserting in lieu thereof 
"1981", and (3) by striking out "1978" and 
inserting in lieu thereof "1980". 

(b) Subsection (c) (1) of such section is 
amended (1) by striking out "next two fiscal 
years" in subparagraph (A) and inserting in 
lieu thereof "next four fiscal years", (2) by 
striking out "1978" in subparagraph (B) and 
inserting in lieu thereof "1980", and (3) by 
striking out "1979" in such subparagraph 
and inserting in lieu thereof "1981 ". 

SF.C. llil. Subpart I of pa.rt B of title vm 
(relating to traineeships) is a.mended by 
adding after section 830 the following new 
section: 

"TRAINEESHIPS FOR TRAINING OF NURSE 
ANESTHETISTS 

"SEc. 831. (a) (1) The Secretary may make 
grants to public or private nonprofit insti
tutions to cover the costs of tra.ineeship 
!or the training, in programs which meet 
such requirements a.s the Secretary shall by 
regulation prescribe and which a.re ac
credited by an entity or entities designated 
by the Commissioner of Education, of li
censed, registered nurses to be nurse anes
thetists. 

"(2) Payments to institutions under this 
subsection may be ma.de in advance or by 
way of reimbursement, and at such intervals 
and on such conditions, as the Secretary 
finds necessary. Such payments may be used 
only for traineeships and shall be limited to 
such a.mounts as the Secretary finds neces
sary to cover the costs of tuition and fees. 
and a stipend and allowances (including 
travel and subsistence expenses) !or the 
trainees. 

"(b) For the purpose of ma.king grants 
under subsection (a), there a.re authorized 
to be appropriated $2,000,000 for the fiscal 
year ending September 30, 1979, and $3,000,-
000 for the fiscal year ending September 30, 
1980.". 

SEc. 112. Section 836(b) (3) (relating to 
student loans) is a.mended (1) by inserting 
after "(3)" the following: "in the case of a 
student who received such a loan before the 
date of enactment of the Nurse Training 
Amendments of 1978,", and (2) by striking 
out "any such loan" and inserting in lieu 
thereof "any such loan ma.de before such 
date". 

SEc. 113. (a) The Secretary of Health, Edu
cation, and Welfare (hereinafter in this sec
tion referred to a.s the "Secretary") shall 
arrange, in accordance with subsection (b), 
for the conduct of a study to determine the 
need to continue a specific program of Fed
eral financial support !or nursing educa
tion, ta.king into a.ccount-

(1) the need for nurses under the present 
health ca.re delivery system and under that 
system as it may be changed by the enact
ment of legislation for national health in
surance, 

(2) the cost of nursing education, and 
(3) the availability of other sources of sup

port for nursing education, including sup
port under general programs of Federal fi
na..ncial support for post secondary educa
tion, under State and other public programs, 
and from private sources. 

{b) (1) The Secretary shall first request the 
National Academy of Sciences (hereinafter 
in this section referred to as the "Academy"), 
acting through the Institute of Medicine, to 
conduct the study, required by subsection 
(a), under an arrangement whereby the ac
tual expenses incurred by the Academy 
directly related to the conduct of such study 
will be pa.id by the Secretary. I! the Academy 
agrees to such request, the Secretary shall 
enter into such an agreement with the 
Academy. 

(2) J! the Academy declines the Secretary's 
request to conduct such study under such 
an arrangement, then the Secretary shall 
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enter into a similar arrangement with 
another appropriate public or nonprofit pri
vate entity to conduct such study. 

(3) Any arrangement entered into under 
paragraph (1) or (2) of this subsection for 
the conduct of a study shall require that such 
study be completed and reports thereon be 
submitted within such period as the Secre
tary may require to meet the requirements 
of subsection ( c) . 

(c) Not later than October 1, 1979, the Sec
retary shall report to the Committee on 
Human Resources of the Senate and the 
Committee on Interstate and Foreign Com
merce of the House of Representatives the 
results of the study conducted pursuant to 
subsection (a) together with such recom
mendations for legislation as the Secretary 
determines ara appropriate. 

(d) The authority of the Secretary to enter 
into any contract for the conduct of the study 
under this section shall be effective ( 1) only 
on and after October 1, 1978, and (2) for 
any fiscal year only to such extent or in such 
amounts as are provided in advance in ap
propriation Acts. 
TITLE II-OTHER HEALTH PROFESSIONS 

PROGRAMS 
SEC. 201. Section 338(a) (relating to au

thorizations for the National Health Service 
Corps) is amended by striking out "$57,000,-
000" and inserting in lieu thereof "$63,

,000,000". 
SEC. 202. Section 729(a) relating to limits 

on Federal loan insurance and insured loans) 
is amended-

( 1) by inserting before the period in the 
first sentence a comma and the following: 
"except that in the case of loans to students 
in schools of medicine, osteopathy, and den
tistry, the Secretary may increase the total of 
such loans which may be covered by Federal 
loan insurance to $15,000 if he determines 
that the costs of education at such schools 
requires such increase"; and 

(2) by inserting before the period in the 
second sentence a comma and the following: 
"except that the Secretary may increase such 
amount for borrowers who are or were stu
dents in schools of medicine, osteopathy, and 
dentistry to $60,000 if he determines that the 
costs of education at such schools requires 
such increase". 

SEC. 203. Section 739(b) (2) (relating to 
eligibility of institutions to participate in the 
guaranteed student loan program) is 
amended by striking out "in each class in 
the institution" and inserting in lieu thereof 
"enrolled in the institution". 

SEC. 204. Section 752(b) (5) (A) (relating to 
service requirements for National Health 
Service Corps scholarships) is amended by 
striking out "(not to exceed three years)" 
and inserting in lieu thereof "(not to exceed 
three years or such greater period as the 
Secretary may authorize)". 

SEC. 205. Section 781(c) (relating to re
quirements for participation of schools in 
area health education center p,rograms) is 
amended by adding at the end thereof the 
following: 

"The requirement of paragraph (3) shall 
not apply to a medical or osteopathic school 
participating in an area health education 
center program if another such school par
ticipating in the same program meets the 
requirement of that paragraph.". 

SEC. 206. Section 802(a) of the Health Pro
fessions Educational Assistance Act of 1976 
(relating to transitional provisions on area 
health education centers) is amended-

( 1) by striking out "for the next fiscal 
year" and inserting in lieu thereof "for the 
next three fiscal years"; 

(2) by striking out "no payment shall be 
made to an entity under such a contract" 
and inserting in lieu thereof "no payment 
under such a contract shall be made to an 
entity which had not first entered into such a 
contract before October 12, 1976, (1) "; and 

(3) by inserting before the period at the 
end thereof the following: ", or (2) for any 
fiscal year beginning after September 30, 
1979". 

SEC. 207. For the purpose of awarding grants 
under section 748 of the Public Health Serv
ice Act for the fiscal year ending September 
30, 1978, the Secretary of Health, Education, 
·and Welfare shall consider an individual who 
received a traineeship under section 312 of 
such Act (as in effect on September 30, 1977) 
for the school year 1977-78 to be an individ
ual described in subsection (b) (3) of such 
section. 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate disagree to the 
amendments of the House, request a 
conference with the House, and that the 
Chair be authorized to appoint the Sen
ate conferees. 

The motion was agreed to; and the 
Chair appointed Mr. KENNEDY, Mr. NEL
SON, Mr. PELL, Mr. HATHAWAY, Mr. WIL
LIAMS, Mr. SCHWEIKER, Mr. JAVITS, and 
Mr. CHAFEE, conferees on the part of 
the Senate. 

TRAFFICKING IN CONTRABAND 
CIGARETTES 

Mr. ROBERT c. BYRD. Mr. President, 
I ask that the Chair lay before the Sen
ate a message from the House of Repre
sentatives on S. 1487. 

The PRESIDING OFFICER laid be
fore the Senate the following message 
from the House of Representatives: 

Resolved, That the bill from the Senate 
(S. 1487) entitled "An Act to eliminate 
racketeering in the sale and distribution of 
cigarettes, and for other purposes", do pass 
with the following amendments: 

Strike out all after the enacting clause, 
and insert: That title 18, United States Code, 
is amended by inserting after chapter 113 
the following new chapter: 
"CHAPTER 114-TRAFFICKTNG IN CON· 

TRABAND CIGARETTES 
"Sec. 
"2341. Definitions. 
"2342. Unlawful acts. 
"2343. Recordkeeping, reporting, and inspec· 

tion. 
"2344. Penalties. 
"2345. Effect on State law. 
"2346. Enforcement and regulations. 
"§ 2341. Definitions 

"As used in this chapter-
" ( 1) the term 'cigarette' means--
"(A) any roll of tobacco wrapped in paper 

or in any substance not containing tobacco; 
and 

"(B) any roll of tobacco wrapped in any 
substance containing tobacco which, because 
of its appearance, the type of tobacco used 
in the filler, or its packaging and labeling, is 
likely to be offered to, or purchased by, con
sumers as a cigarette described in subpara
graph (A); 

"(2) the term 'contraband cigarette~· 
means a quantity in exce"s of 30,000 ciga
rettes, which bear no evidence of the pay
ment of applicable State cigarette taxes in 
the State where such cigarettes are fcund, 
if such State requires a stamp, impression, or 
other indication to be placed on paclrn~e or 
other containers of cigarettes to evidence 
payment of cigarette taxes, and which are 
in the possession of any person othe,r 
than-

"(A) a person holding a permit i"sued pur
suant to chapter 52 of the Internal Revenue 
Code of 1954 as a manufacturer of tobacco 
products or as an export warehouse proprie
tor, or a person operating a customs bended 
warehouse pursuant to section 311 or 555 of 

the Tariff Act of 1930 (19 U.S.C. 1311 or 
1555) or an agent of such person; 

"(B) a common or contract carrier trans
porting the cigarettes involved under a prop
er bill of lading or freight bill which states 
the quantity, source, and destination of such 
cigarettes; 

"(C) a dealer-
"(!) Who is licensed or otherwise author

ized by the State where the cigarettes are 
found to account for and pay cigarette taxes 
imposed by such State; and 

"(ii) who has complied with the accounting 
and payment requirements relating to such 
license or authorization with respect to the 
cigarettes involved; or 

"(D) an officer, employee, or other agent 
of the United States or a State, or any de
partment, agency, or instrumentality of the 
United States or a State (including any polit
ical subdivision of a State) having possession 
of such cigarettes in connection with the per
formance of official duties; 

"(3) the term 'common or contract carrier' 
means a carrier holding a certificate of con
venience and necessity, a permit for con
tract carrier by motor vehicle, or other valid 
operating authority under the Interstate 
Commerce Act, or under equivalent operat
ing authority from a regulatory agency of the 
United States or of any State; 

"(4) the term 'State' means a State of the 
United States, the District of Columbia, the 
Commonwealth of Puerto Rico, or the Virgin 
Islands; 

" ( 5) the term 'dealer' means any person 
who sells or distributes in any manner any 
quantity of cigarettes in excess of 30,000 in 
a single transaction; and 

"(6) the term 'Secretary' means the sec
retary of the Treasury. 
"§ 2342. Unlawful acts 

"(a.) It shall be unlawful knowingly to 
ship, transport, receive, possess, sell, dis
tribute, or purchase contraband cigarettes. 

" ( b) It shall be unla w!ul knowingly to 
make any false statement or representation 
with respect to the information required 
by this chapter to be kept in the records of 
a dealer. 
"§ 2343. Recordkeeping, reporting, and in

spection 
"Each dealer shall-
" ( 1) maintain such records of shipment, 

receipt, sale, and 'bther distribution of cig
arettes; and 

"(2) submit to the Secretary such reports 
and information with respect to such rec
ords; 
in such form and manner as the Secretary 
shall by regulation prescribe. Upon the 
consent of any dealer, or pursuant to a 
duly issued search warrant, the Secretary 
may enter the premises (including places of 
storage) of such dealer for the purpose of 
inspecting any records or documents required 
to be maintained by such dealer under this 
chapter, and any cigarettes kept or stored 
by such dealer at such premises. 
"§ 2344. Penalties 

"(a) Whoever violates any provision of this 
chapter or regulations promulgated thereun
der shall be fined not more than $10,000, or 
imprisoned not more than two years, or both. 

"(b) Any contraband cigarettes involved 
in any violation of the provisions of this 
chapter shall be subject to seizure and for
feiture, and all provisions of the Internal 
Revenue Code of 1954 relating to the seizure, 
forfeiture, and disposition of firearms, as 
defined in section 5845(a) of such Code, shall, 
so far as applicable, extend to seizures and 
forfeitures under the provisions of this 
chapter. 
"§ 2345. Effect on State law 

"Nothing in this chapter shall be construed 
to affect the concurrent jurisdiction of a 
State to enact and enforce cigarette tax laws, 
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to provide for the confiscation of cigarettes 
and other property seized for violation of 
such laws, and to provide for penalties for 
the violation of such laws. 
"§ 2346. Enforcement and regulations 

"The Secretary shall enforce the provi
sions of this chapter a.nd may prescribe such 
rules and regulations a.she deems re:1.sona.bly 
necessary to carry out the provisions of this 
chapter.". 

SEc. 2. The table of chapters of part I of 
title 18, United States Code, is amended by 
inserting immediately below the item re
lating to chapter 113 the following: 
"114. Trafficking in Contraband 

Cigarettes ----------------------- 2341". 
SEc. 3. (a) Section l(b) of the Act of 

August 9, 1939 ( ch. 618, 53 Stat. 1291 ( 49 
U.S.C. 781 (b) ) , is amended-

( 1) by striking out "or" at the end of par
agraph (2); 

(2) by striking out the period at the end 
of paragraph (3) and'inserting in lieu there
of"; or"; and 

(3) by inserting after paragraph (3) the 
following new paragraph: 

"(4) Any cigarette, with respect to which 
there ha.s been committed any violation of 
chapter 114 of title 18, United States Code, 
or any regulation issued pursuant thereto.". 

(b) Section 7 of the Act of August 9, 1939 
(ch. 618, 53 Stat. 1291 (49 U.S.C. 787) ), is 
amended-

(1) by striking out "and" at the end of 
subsection (e); 

(2) by striking out the period at the end 
of subsection (f) and inserting in lieu there 
"; and"; and 

(3) by inserting after subsection (f) the 
following new subsection: 

"(g) The term 'cigarettes' means 'contra
band cigarettes' as now or hereafter defined 
in section 2341 of title 18, United States 
Code.". 

(c) Section 1961(1) (B) of title 18, United 
States Code, is amended by inserting after 
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"sections 2314 and 2315 (relating to inter
state transportation of stolen property)," 
the following: "sections 2341-2346 (relating 
to trafficking in contraband cigarettes),". 

SEC. 4. (a) Except a.s provided in subsec
tion (b). this Act shall take effect on the 
date of its enactment. 

(b) Sections 2342(b) and 2343 of title 
18, United States Code, as enacted by the 
first section of this Act, shall take effect on 
the first day of the first month beginning 
more than 120 days after the date of the 
enactment of this Act. 

Amend the title so as to read: "An Act to 
a.mend title 18 of the United States Code to 
eliminate racketeering in the sale a.nd dis
tribution of cigarettes, and for other 
purposes.". 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate disagree to the 
amendment of the House, agree to the 
conference requested by the House, and 
that the Chair be authorized to appoint 
the conferees on the part of the Senate. 

The motion was agreed to; and the 
Chair appointed Mr. EASTLAND, Mr. KEN
NEDY, Mr. BIDEN, Mr. THURMOND, and Mr. 
HATCH conferees on the part of the 
Senate. 

ORDER OF BUSINESS TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
how many orders are there for the recog
nition of Senators on tomorrow? 

The PRESIDING OFFICER. The Chair 
informs the majority leader that there 
are two orders, one for the Senator from 
Wisconsin (Mr. PROXMIRE) for 5 minutes, 
and one for the Senator from Arizona 
(Mr. GOLDWATER) for 10 minutes. 

Mr. ROBERT C. BYRD. I thank the 
Chair. 

34863 
Mr. President, the motion to invoke 

cloture on the committee substitute is 
vitiated, is it not? 

The PRESIDING OFFICER. That mo
tion was negated by the action which the 
Senator took earlier today. 

Mr. ROBERT C. BYRD. What about 
the motion to invoke cloture on the 
Humphrey-Hawkins amendment? 

The PRESIDING OFFICER. That, 
likewise, was negated. 

Mr. ROBERT C. BYRD. I thank the 
Chair. 

Mr. President, that amendment went 
to the bill and not to the committee 
substitute. 

The PRESIDING OFFICER. The Sen
ator is correct. That amendment fell on a 
poiht of order. Cloture having been in
voked on the substitute, amendments to 
the bill also were required to be germane. 

Mr. ROBERT C. BYRD. I thank the 
Chair. 

RECESS UNTIL 7: 30 A.M. TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
if there be no further business to come 
before the Senate, I move, in accordance 
with the order previously entered-with 
the understanding that the Senate will 
resume consideration of the tax bill at 
8 o'clock tomorrow morning and that 
rollcall votes will occur throughout the 
day and may occur as early as 9 a.m.
that the Senate stand in recess until 7: 30 
a.m. tomorrow. 

The motion was agreed to; and at 
11: 13 p.m., the Senate recessed until to
morrow, Tuesday, October 10, 1978, at 
7:30 a.m. 

EXTENSIONS OF REMARKS 
SENATE COMMITTEE MEETINGS 

Title IV of Senate Resolution 4, agreed 
to by the Senate on February 4, 1977, 
calls for establishment of a system for a 
computerized schedule of all meetings 
and hearings of Senate committees, sub
committees, joint committees, and com
mittees of conference. This title requires 
all such committees to notify the Office 
of the Senate Daily Digest--designated 
by the Rules Committee-of the time, 
place, and purpose of all meetings when 
scheduled, and any cancellations or 
changes in meetings as they occur. 

As an interim procedure until the com
puterization of this information becomes 
operational the Office of the Senate Daily 
Digest will prepare this information for 
printing in the Extensions of Remarks 
section of the CONGRESSIONAL RECORD on 
Monday and Wednesday of each week. 

Any changes in committee scheduling 
will be indicated by placement of an as
terisk to the left of the name of the unit 
conducting sl:lch meetings. 

Meetings scheduled for Tuesday, 
October 10, 1978, may be found in the 
Daily Digest of today's RECORD. 

10:00 a.m. 

MEETINGS ScHEDULED 
OCTOBER 11 

Banking, Housing, and Urban Affairs 
To continue oversight hearings on the 

use of export controls and export 
credits for foreign policy purposes. 

5302 Dirksen Building 
Rules and Administration 

To consider S. Res. 575, authorizing 
funds for additional expenses of the 
Select Committee on Indian Affairs. 

301 Russell Building 
Conferees 

On S. 1487, to eliminate racketeering in 
the sale a.n,d distribution of cigarettes. 

S-146, Capitol 

OCTOBER 12 
8:00 a.m. 

Appropriations 
District of Columbia Subcommittee 

To resume hearings on a proposed second 
campus for the University of the Dis
trict of Columbia, and on the proposed 
Convention Center in the District of 
Columbia. 

1114 Dirksen Building 
9:00 a.m. 

Armed Services 
Manpower and Personnel Subcommittee 

To continue hearings on alleged abuses 
in U.S. Marine Corps recruiting prac
tices. 

9:30 a.m. 
Human Resources 
Labor Subcommittee 

To resume joint hearings with House 
Committee on Education and Labor 
Subcommittee on Labor Management 
Relations on the administration of the 
Service Contract Act (P.L. 89-286). 

10:00 a.m. 
2175 Rayburn Building 

Governmental Affairs 
Federal Spending Practices and Open Gov

ernment Subcommittee 
To resume hearings on the quality o! 

care in nursing homes participating in 
Medicaid and Medicare programs. 

3302 Dirksen Building 
OCTOBER 13 

9:30 a.m. 
Human Resources 
Health and Scientific Research Subcom

mittee 
To resume hearings on national health 

insurance programs. 
4232 Dirksen Building 

CANCELLATIONS 
OCTOBER 12 

10:00 a.m. 
Foreign Relations 
African Affairs Subcommittee 

To receive testimony from Assistant Sec
retary of State for African Affairs 
Richard Moose on U.S. policy in South
ern Africa. 

4221 Dirksen Building 
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